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ABSTRACT 
VB Singh observes that, 'Social Security is a device provided by society against a 
number of insecurities arising out of natural, (e g death or sickness), social (slums), 
individual (incapacity) and economic (inadequate wages and employment) causes '(V B 
Singh, 1963) 
By 'social secunty we understand a programme of protection provided by the societ}' 
against those contingencies of modem life, sickness, unemployment, old age, 
dependency, industrial accidents and invalidities against which the individual can not be 
accepted to protect himself and his family by own ability or foresight' 
A worker has two components of his life i e the social life and the work life hivariably 
there is reciprocal influence between the two The work life enriches the social life while 
a good social life reinforces the productive capacity of the workforce Any civilized 
society expects to blend decent work (ILO 1998) with decent social and family life In 
this context, the economic and social component of social security measures needs to be 
carefully integrated While the broad trends are in that direction, their management has 
left certain areas with imbalances, causing major stress and strain for the stakeholders 
Social security for industrial workers refer to security for employment, security in the 
availability of employment, secunty of reasonable standard of working conditions, 
security of some income while unemployed, security of retirement income and recreation 
of set improvement of medical, ill health or even death 
ILO Convention No. 102, Social Security (Minimum Standards), 1952 covers nine 
branches of social security: medical care and benefits addressed to sickness, 
unemployment, old age, employment injury, family size, matemity, invalidity, and 
widowhood. 
As of 2005, India has a population of over 10928.3 lakhs, with a labour force of over 
4196.5 lakhs. For the past two decades the size of the organized labour force has 
stagnated at around seven percent of the total labour or about 350 lakhs. The remaining 
93 percent of the workforce include the self-employed and those employed in the 
unorganized sector. Agriculture accounts for 62 percent of the labour force. Besides this, 
there are the old, the infirm, and the unemployed who form part of the one crore plus 
population in the country who also need social security. 
The whole concept of social security revolves around the socio-economic justice to the 
workers employed in the industrial establishment. 
It is this integral relationship between employment, education and livelihood that has 
generated a considerable public opinion in favor of amending the Constitution to include 
the right to work and the right to primary education as fundamental rights. The right to 
social security too should be included in the Fundamental Rights. 
There are countries that regard social security as the inalienable right of the citizen. There 
are International and Inter-Govemmental declarations like the Universal Declaration of 
Human Rights and the Covenant on Social Economic and Cultural Rights, which define 
social security as a 'human right' or, a fundamental right of the human being. Our 
Government is a signatory to many of these Conventions or Declarations. 
Whether it is accepted as a Fundamental Right or a Directive Principle or even if the 
status quo is maintained, the State cannot abdicate the responsibihty to provide the 
minimum of social security that is necessary to maintain the disintegration that will 
follow if there is a widespread feeling that the State and the regime of law and order and 
to protect society from the chaos. We therefore, believe that even if the State is not in a 
position to provide social security in all its amplitude, as it may have to do when it 
becomes a Fundamental Right, it must provide at least the basic minimum necessary for 
the survival of its citizens. 
Therefore, it is recommended a system in which the State bears the responsibility for 
providing and ensuring an elementary or basic level of security, and leaves room for 
partly or wholly contributory schemes. This will mean that the responsibility to provide a 
floor will be primarily that of the State, and it will be left to individual citizens to acquire 
higher levels of security through assumption of responsibility and contributory 
participation. Such a system will temper and minimise the responsibility of the state, and 
maximise the role and share of individual and group responsibility. Thus, there will be 
three levels in the system; 
a) A basic level where the State or government (including lower levels of governmental 
authority e.g. local governments) will bear the primary responsibility for providing a 
mmimum level of social security, meeting the cost from subventions from the Exchequer. 
Of late, this has been described as 'social assistance' that forms part of the social 
responsibility for social security. 
b) A level where the beneficiary makes a contribution to the cost of social security. The 
remaining portion of the cost is met by contributions from the employer or the state or 
both. 
Tripartite schemes will provide for the participation of the employer as well as the State, 
in addition to the contribution of the beneficiary, i.e. the employee. There can be 
variations in the proportions of the contributions of these three partners, according to 
increased paying capacities of the employee and the employer. 
Where there is no employer who can be identified, as in the case of the self-employed, or 
those whose income is too low to permit them to make adequate contributions, the State 
will substitute the employer, or the employees as the case may be, and assume 
responsibility to supplement the contributions of the beneficiary workers. 
c) Schemes that confer additional benefits beyond the basic levels of security that those 
who have the means can subscribe to, as subscribers of policies of insurance. 
The contributions of employees as well as employers can be graded according to their 
paying capacity. Where the income of the employee is too low or inadequate, the state 
will take over the responsibility for the remainder. 
The contribution of the employer too can be graded, the state taking over the 
responsibility for the remainder of the contribution, where the scale of operations of the 
employer is too low and marginal, or where the employer cannot be identified The area 
in which the state takes the sole responsibility and provides the 'floor' security that every 
citizen receives, is termed the area of social assistance, the State discharges its 
responsibility m this area through 'area-based' schemes - as distinct from individual or 
group-based schemes, since all residents of the concerned area are beneficiaries, and 
there is no need to identify or include or exclude 
As a wider concept social security covers in it social insurance and social assistance 
schemes On the one hand, it refers to a complex of measures designed to provide 
medical care, on the other, to income security of the covered population in cases of 
sickness, maternity, unemployment and employment injunes 
Strong socio-economic position enjoyed by the employers often enables them to defeat 
the very object of law through legal process Naturally this state of affairs requires deep 
striking vigorous efforts to evil a system which eradication the said evils to extent the 
practical consideration permits 
Such efforts must be carried on as a regular periodical exercise to brmg law in life near to 
each other where by the object of legislative measures is attained to an extent the socio-
economic condition of the country make possible 
The Supreme Court of India has played vital role in this direction In Peoples Union for 
Democratic Rights the Supreme Court observed that labour laws are enacted for 
improving the conditions of workers and the employer, can not be allowed to buy off 
immunity against violation of labour laws by paying a paltry fine which they would not 
mind in paying, because by violation of labour laws they would be making profit which 
would be for exceed the amount of fine 
If violation of labour laws is going to be punished only by meager fines it would be 
impossible to ensure observance of labour laws and labour laws would be reduced to 
nullify They would remain paper tiger without any teeth or laws Violation of labour 
laws must be viewed with strictness and where ever, any violation of labour laws 
estabhshed imposmg adequate punishments should punish the errant employer 
Therefore, the Supreme Court of India has evolved industnal jurisprudence wherein the 
interest of weaker sections of the society finds adequate protection against the 
exploitative efforts made by the capital 
The judiciary mterpreted the provisions of labour laws relating to the social security so as 
to provide maximum benefit to the workmg class but at the same time it also made an 
attempt not to unnecessarily harass the employers It played and still playing a balancing 
role-m conflicting mterest of employer and employees 
Present study is confined to study the problem of social security among industnal 
workers m the orgamzed sector only Though, the problem of social security of 
unorganized sector has been discussed briefly in chapter number 4 Incorporation of the 
unorganized sector was difficult basically due to non-availability of reliable data 
Moreover, a number of research works at present is already gomg on for the unorganized 
sector 
The present study has been divided into 5 chapters The first chapter compnses of the 
concept of social security as well as a brief introduction of the whole work done in the 
thesis It deals with the methodology used in the research viz purpose of the study, 
hypothesis taken, research objectives, nature of study, sources of research data, data 
interpretation and analysis, research methodology and scheme of the study 
The second chapter deals with the review of literature includmg the work done by others 
In this chapter it has tried to mcorporate the relevant thesis, reports and articles published 
in India as well as in different countries 
The third chapter compnses the brief introduction of social security in the global context 
The issue IS the growing coverage gap of social security programmes in many parts of the 
world The harsh reality is that most of the world's citizens do not enjoy neither health 
insurance nor retirement benefits The efforts have been made to suggest suitable 
measures to improve the social security system all over 
The fourth chapter consists of basic legislative problems exist in various laws provided 
by the Indian Govemment and how they are being implemented and tackled m India The 
legislative provisions have been discussed that are provided for the betterment of the over 
all industrial workers engaged m economic activities of the country After critically 
evaluating the various provisions with given benefits to the laboue force, the study has 
analyzed the coverage gap between the amount prescribed in the legislative provisions 
and actual amount given to the beneficiaries 
The fifth chapter has gone through the conclusions, which has fiirther followed by the 
suitable suggestions, useful in amending the laws and improving schemes and 
programmes of social security in India 
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CHAPTER 1: Introduction 
Social security for industrial workers refer to security for employment, security in the 
availability of employment, security of reasonable standard of working conditions, 
security of some income while unemployed, security of retirement income and 
recreation of set improvement of medical, ill health or even death. 
A characteristic feature of current social security programmes is that they are 
designed in a conceptual vacuum and are implemented mainly as welfare measures. A 
balanced provision of promotional and protective social security measures is not 
evident in any country. 
The root cause of social insecurity in India for industrial workers is largely due to lack 
of adequate and productive employment opportunities. It is also described as 'chronic 
or structural social insecurity, a 'first-order' type of social insecurity arising from 
insufficient degree of overall economic development.' It is associated with other 
insecurities emanating from conventional contingencies such as the loss of 
employment, disability, old age, death, etc. that are called the 'second-order' type of 
insecurities or conventional social insecurity. 
The provisions of social security are aimed at providing relief to workers from 
specific contingencies. It has been considered most essential for the industrial 
workers. From the workers point of view, Lord William Beveridge has expressed the 
essence of the concept, 'Social Security is a job when you can work and an income 
when you caimot.' 
According to a study of the International Labour Organization, "social security 
measures include those that in virtue of legislation provide a basic income in case of 
inability to work (including old age), inability to abstain remunerative worker the 
death of a bread winner, assistance for dependent children and comprehensive 
medical care." But this definition does not include maternity allowances that should 
be properly included in social security. (World Labour Report 2000) 
By 'social security we understand a programme of protection provided by the society 
against those contingencies of modem life, sickness, unemployment, old age, 
dependency, industrial accidents and invalidities against which the individual can not 
be accepted to protect himself and his family by own ability or foresight.' 
State attempts to provide a certain level of Social Security to every citizen without 
which an egalitarian society is not possible. Though these socio-economic measures 
ensure the security of life of every workman is an avowed preamble purposes of our 
Constitution. 
Recently some new concepts of social safety nets, social protection and, social funds 
relating to social security have emerged. Social safety nets are measures to mitigate 
the negative effects of structural adjustments, mostly in the form of cash payments has 
distinguished social security from the social safety net, social security being seen as 
the universal need of all workers while social safety net is seen as that which is 
necessary for those who are temporarily or permanently thrown out of the system. 
V.B. Singh observes that, 'Social Security is a device provided by society against a 
number of insecurities arising out of natural, (e.g. death or sickness), social (slums), 
individual (incapacity) and economic (inadequate wages and employment) 
causes.'(V.B. Singh, 1963) 
The concept of laissez fair gave birth to labour exploitation and victimization at the 
hands of resourceful employers. In fact, it gave birth to two classes of opposite 
interests one exploiters and the other exploited. However, with the passage of time 
and with the advent of the concept of welfare state the whole situation has undergone 
a tremendous change. With the democratic set up of welfare state industrial 
democracy emerged which ultimately resulted in participative management. 
The Declaration of Philadelphia in 1944, in this regard said that, labour is not a 
commodity, freedom of expression and of association are essential to substantial 
progress, and the common welfare and universal prosperity are the objectives to be 
achieved. 
In early times different states were subscribing the concept of social security in 
different ways. However, in modem times the concept of social security is very much 
interested in the very foundation and functions of the state regarding betterment of the 
industrial workers. This is a function commonly associated with the concept of social 
welfare state. In this capacity, the state makes itself responsible for the provisions of 
social security and social services so as to ensure a minimum standard of living. The 
concern of the freedom of modem state to provide social security to its citizens is a 
fact though its components vary from nation to nation for a variety of reasons. 
Although, India is committed to social welfare principle, it is hard fact that substantial 
portion of around 92 percent of the labour force of unorganized sector in the country 
is not covered for even basic contingencies of wage, food, shelter by social security 
schemes. The absence of social security in favor of general population and the 
existence of such measures in favour of a specified class of population like industrial 
workers is phenomenon not peculiar to India but one shared by many developing 
countries of the region. The social security measures introduced in recent years have 
been essentially directed to the specific needs of small section of population, i.e. 
organized industrial workers. Consequently, they apply to only a small minority of 
working class. 
The Central legislations intended to provide social security and insurance to the 
working class enacted by the Parliament of our country are important from the view 
of socio-economic measures nevertheless; these social welfare and social security 
measures cover in due proportion a variety of worker's risks. All these legislations are 
to some extent only in favor of a definite class, the industrial workers or organized 
labour. The organized labour could obtain such benefits under various laws for the 
reason that reckoned with in the economic organization of the Country. 
Further, the inception and activities of the International Labour Organization gave 
fillip to the course of labour securing social justice and permanent peace of the world 
by advancing the conditions of labour in the ILO. To achieve its objectives the ILO 
has adopted many Conventions and Recommendations to provide guidelines and 
made a path to the member countries of the world in matter related to labour. 
The Conventions and Recommendations adopted by the International Labour 
Organization, an organ of U.N.O., are nothing but the path or guidelines to the 
Nations to be followed while making socio-economic advancement. The nations are 
bound to give a legal shape of these Conventions and Recommendations of the ILO 
suitable depending on their economic capacity and prosperity. 
India, a founder member of the ILO has been giving due attention to the principles 
laid down by such Conventions and Recommendations of the ILO though, it has not 
implemented all of them. Non-implementation of ILO standards is common among 
developing countries due to their lower level of income, poor economic progress as 
compared to highly industrialized countries. 
India is expected to make effective provisions in favour of industrial workers both 
organized and unorganized sectors. The Central Laws, which came into existence in 
the present century, are the major legislations in this regard. An attempt has been 
made to dilate the social security, its conceptual development, importance and the 
legislative measures made in this regard in India. 
Social security measures have introduced an element of stability and protection in the 
midst of the stresses and strains of modem life. It is a major aspect of public policy 
today and extent of its prevalence is a measure of the progress made by a country 
towards the idea of a welfare state. 
Although social security systems are related to policies of development and the main 
constraint on their evolution is limited financial resource, the economic content of 
social security measures is being increasingly recognized. 
The Socio-economic rights embodied in Directive Principles are as much a part of 
human rights as the fundamental rights. The idea of welfare state envisaged by our 
Constitution can only be achieved if the state endeavors to implement them with a 
high sense of moral duty. 
According to Dr. B.R. Ambedkar, "It is the intention of the Assembly that in future 
both the Legislature and the Executive should not merely pay its services to these 
principle enacted in this part but they should be made the basis of the legislation and 
the executive action that may be taken here after in the matter of the governance of 
the country ."(National Commission Report 2002) 
It is true that a concept of social and economic justice, there may be different school 
of thought but the constitution makers knew that they meant by these concept and it 
was with a view to implement them that they enacted part III, and IV. Both are 
fundamental in character, on one hand, basic freedom to individual, and on the other 
social security justice and freedom from exploitation by laying down guiding 
principles for future governments. 
Present study is confined to study the problem of social security among industrial 
workers in the organized sector only. Though, the problem of social security of 
unorganized sector has been discussed briefly in chapter number 4. Incorporation of 
the unorganized sector was difficuh basically due to non-availability of reliable data. 
Moreover, a number of research works at present is already going on for the 
unorganized sector. 
1.1 Purpose of the Study 
Worker is an important unit for the economic development of any country. It is 
needed to protect the worker from contingencies arising from work or due to his 
workplace. There are countries that regard social security as the inalienable right of 
the citizen. There are International and Inter-Governmental declarations like the 
Universal Declaration of Human Rights and the Covenant on Social, Economic and 
Cultural Rights, which define social security as a 'human right' or a fiindamental right 
of the human being. Our Government is a signatory to many of these Conventions or 
Declarations. 
Whether it is accepted as a Fundamental Right or a Directive Principle the State 
cannot abdicate the responsibility to provide the minimum of social security. This is 
necessary to maintain the regime of law and order and to protect society from the 
chaos and a system providing elementary security to the citizens. The State cannot 
wash its hands off this responsibility and hope to survive for long. 
Therefore, we believe that even if the State is not in a position to provide social 
security in all its amplitude as a Fundamental Right, it must provide at least the basic 
minimum necessary security for the survival of its citizens. Importance should be 
given to a system in which the State bears the responsibility to provide and ensure an 
elementary level of security, and leaves room for partly or wholly contributory 
schemes. This will mean that the responsibility to provide a floor will be primarily 
that of the State, and it will be left to individual citizens to acquire higher levels of 
security through assumption of responsibility and contributory participation. Such a 
system will temper and minimise the responsibility of the state, and maximise the role 
and share of individual and group responsibility. Thus, there will be three levels in the 
system: 
a) A basic level where the State or government (including lower levels of 
governmental authority e.g. local governments) will bear the primary 
responsibility to provide a minimum level of social security, meet the cost 
from subventions from the Exchequer. Later this has been described as 
'social assistance' that is a part of the social responsibility for social 
security. 
b) A level where the beneficiary makes a contribution to the cost of social 
security. The remaining portion of the cost is met by contributions from 
the employer or the state or both. 
Tripartite schemes will provide the participation of the employer as well 
as the State, in addition to the contribution of the beneficiary, i.e. the 
employee. There can be variations in the proportions of the contributions 
of these three partners, according to increased paying capacities of the 
employee and the employer. 
Where there is no employer who can be identified, as in the case of the 
self-employed, or those whose income is too low to permit them to make 
adequate contributions, the State will substitute the employer, or the 
employees as the case may be, and assume responsibility to supplement 
the contributions of the beneficiary workers. 
c) Schemes that confer additional benefits beyond the basic levels of security 
that those who have the means can subscribe to, as subscribers of policies 
of insurance. 
The contributions of employees as well as employers can be graded 
according to their paying capacity. Where the income of the employee is 
too low or inadequate, the state will take over the responsibility for the 
remainder. The contribution of the employer too can be graded, the state 
taking over the responsibility for the remainder of the contribution, where 
the scale of operations of the employer is too low and marginal, or where 
the employer cannot be identified. The purpose of the study is to review ail 
the existing programmes of social security for industrial workers in the 
organized sector. Analyze important social security legislations for 
industrial workers such as Employees State Insurance Act (ESI Act), 
Maternity Benefit Act, Employees' Provident Funds and Miscellaneous 
Provisions Act etc. and search out weaknesses/lacunas in these laws and 
their implementationso as to come out with suggestions which will make 
social security system truly effective for organized sector workers. Special 
focus on the study has been placed on studying the challenges in the social 
security for workers in the wake of globalization and economic reforms. 
1.2 Hypothesis 
1) Loopholes or weaknesses in social security schemes are responsible for 
ineffectiveness of social security measures in India. 
2) The management and investment of public funding is becoming an increasingly 
important component of social security work. 
3) Workers should undertake social security measures increasingly upon 
themselves than to depend on the government. 
1.3 Research Objectives 
The present study focuses on the following broad research objectives: 
1) To study the nature and scope of social security in India. 
2) To analyze the legal provisions of social security for industrial workers in 
general and for organized sector in particular. 
3) Find out problems in the legislations providing social security for organized 
sector industrial workers. 
4) Examine implementation of some important provisions of social security 
for the organized sector workers. 
5) Suggest suitable measures to strengthen the existing social security system 
for organized industrial workers. 
1.4 Nature of Study 
This is Descriptive Research based on empirical findings and scarcely available 
secondary sources. The study applies with quantitative analysis techniques and use of 
comparative and comprehensive National and International data on Social protection 
systems. The ILO's international inquiry into the Cost of Social Security has been a 
unique source of comparative data on the financial aspects of national social security 
programmes. 
Study is exclusively based on secondary data. Data has been collected from 
Government of India's publications such as: 
1.5 Research Methodology 
The present study is descriptive and analytical. We have used simple statistical 
techniques such as: average, percentage and growth rates for analysis of data. 
1.5.1 Sources of Data 
Study is exclusively based on secondary data. Data has been collected 
from Government of India's publications such as: 
1) Report of the national commission on Labour, 2007. 
2) Pocket books of labour statistics 2007. 
3) The Employees State Insurance (Central) Rules, 1950. 
4) Report of the Labour Investigation Comm ittee, 1946. 
5) Report of the Royal Commission on Labour,1929. 
6) Report of the Study Group on Social Security, 2002. 
We have also taken data from websites like: 
1) http://labour.nic.in/annrep/annrep0506/english/chapter06.pdf. 
2) www.ilo.org/public/english/protection/socsec/publ/discusl. 
3) www.acf.dhhs.gov/history. 
4) www.economictimes.com. 
1.6 Scheme of Study 
The present study has been divided into 5 chapters. The first chapter 
comprises of the concept of social security as well as a brief introduction of 
the whole work done in the thesis. It deals with the methodology used in the 
research viz. purpose of the study, hypothesis taken, research objectives, 
nature of study, sources of research data, data interpretation and analysis, 
research methodology and scheme of the study. 
The second chapter deals with the review of literature including the work done 
by others. In this chapter it has tried to incorporate the relevant thesis, reports 
and articles published in India as well as in different countries. 
The third chapter comprises the brief introduction of social security in the 
global context. The issue is the growing coverage gap of social security 
programmes in many parts of the world. The harsh reality is that most of the 
world's citizens do not enjoy neither health insurance nor retirement benefits. 
The efforts have been made to suggest suitable measures to improve the social 
security system all over. 
The fourth chapter consists of basic legislative problems exist in various laws 
provided by the Indian Government and how they are being implemented and 
tackled in India. The legislative provisions have been discussed that are 
provided for the betterment of the over all industrial workers engaged in 
economic activities of the country. After critically evaluating the various 
provisions with given benefits to the laboue force, the study has analysed the 
coverage gap between the amount prescribed in the legislative provisions and 
actual amount given to the beneficiaries. 
The fifth chapter has gone through the conclusions, which has further followed 
by the suitable suggestions, useful in amending the laws and improving 
schemes and programmes of social security in India. 
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CHAPTER 2: Review of Literature 
The right to social security is accepted in the Universal Declaration of Human Rights 
and the International Covenant of Economic, Social and Cultural Rights. Nonetheless, 
international human rights instruments and supervisory mechanisms have remained 
mostly silent about its definition. The literature available in India on Social security 
is limited. In India and elsewhere in the world the literature on social security centers 
on the policy changes required and the strengthening of the administrative structures 
and arrangements for dispensation of benefits. The concept of social security is 
narrow as well as wide. Critiques, Authors, and Social Scientists are using these terms 
as they are without much emphasis on the definition part. According to the famous 
free encyclopedia from Wikipedia- Social security is a social welfare service 
concerned with social protection, or protection against socially recognized conditions 
including poverty, old age, disability, unemployment and others.Though some 
publications use the terms "social security" and "social protection" interchangeably. 
Social security is used both more narrowly (referring only to schemes with the formal 
title of 'social security') and more widely (referring to many kinds of social welfare 
schemes). 
In an article entitled, "The present and future role of ILO standards in realizing the 
right to social security". International Labour Office,2007, Ursula Kulke describes 
that within the United Nations family, it has been left to the International Labour 
Organization ILO to give substance to the right to social security through international 
labour Convention No. 102. Despite international recognition of the Convention's 
positive influence as a mechanism to help steer the progressive development of social 
security, it falls short of obliging minimum requirements for a basic social floor. In 
examining whether existing ILO standards can help states realize the universal right to 
at least a basic social security package, the article suggests the need for the ILO to 
develop new complementary mechanisms, which would also contribute to the 
achievement of the Millennium Development Goals and global poverty reduction. 
(Ursula Kulke, 2007) 
Tamela D. Jerrell of Louisiana State University, USA, has presented a paper "A 
history of legally required employee benefits: 1900-1950" analyses the development 
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of major legally required employee benefits in the United States from 1900 to 1950 
and highlights their profound impact on workers, employers, and society as a whole. 
The advancement of legally required employee benefits during this era can be viewed 
as reflective of significant environmental changes in nearly every respect. Business 
and social climates, labor concerns, and technological, political, and economic 
conditions evolved at a rate unsurpassed in our history. The field of management as a 
whole, and eventually human resource and employee benefits management, also 
emerged and distinguished themselves from their origins in engineering and 
psychology. Between 1900 and 1950 most of today's major legally required employee 
benefits were developed. Businesses were faced with powerfiil social and political 
forces beyond owner's influence. Employee's benefits significantly grew and became 
entrenched in the workplace, despite no clear link between total compensation and 
worker satisfaction or motivation. The origin and evolution of early legally required 
benefits provides perspective on the prevailing status of employee benefit programs, 
which currently account for approximately 40 percent of total payroll. This paper 
explores some of the key political and social forces underlying the development of 
workers' compensation insurance and two major tenets of the Social Security Act of 
1935 directly related to active employment, old age insurance benefits and 
unemployment insurance. (Tamela D. Jerrell, USA) 
A review of legal, social, and political environments provides great insight into the 
logic of the earliest mandatory employee benefits in the United States i.e. workers' 
compensation, old age retirement, and unemployment insurance. For good reason, 
each of these came into being amid much debate and America's political, economic 
and social structures were changed forever with their passage. The origins of these 
three legally required employee benefits illustrate how they set the stage for the many 
benefits to come. 
The first half of this century saw a tremendous shift of personal welfare responsibility 
from the individual to governments and businesses. As the close of the century, it is 
indeed seeing the pendulum swing the other way. Businesses are passing more of the 
expense of employee benefits back to individual employees through higher 
deductibles, increased contributions, and other cost-sharing mechanisms. 
Governments, especially at the federal level, are seriously debating the desirability 
and effectiveness of the social state created by multi-layer benefit (whether earned or 
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unearned) systems. As a new century approaches, the business, social, and economic 
climates are much different than they were in 1950. Corporate restructuring, 
technological advances, and increased skill requirements are but a few of the day-to-
day realities of worker life. Employee benefits are a logical area of re-evaluation as 
organizations become leaner. While the magnitude and long term effects of change in 
employee benefits are uncertain, workers and managers are sure to observe major 
transformations. Understanding the origins of major legally required employee 
benefits can help make the continued evolution of benefit structures more logical and 
fathomable. 
Systems of socio-economic security were introduced in Europe in the late 19* 
century. These were gradually unplemented in most countries during the early 20"' 
century and consolidated after the Second World War. These programmes were 
established as a means of improving the well-being of the poor in general and workers 
in particular and to reduce inequality within society and conciliate different social 
demands. Thus, avoiding the social and political conflicts, this arose as capitalist 
forms of production evolved in the industrialised countries. Two of the most 
important examples were the United States* 1935 Social Security Act and the Social 
Security programme implemented in the U.K., summarized in the 1942 Beveridge 
report. 
The study "Social Security Reform in Indonesia: An Analysis of the National Social 
Security Bill" (RUU Jamsosnas) given by Alex Arifianto, of The Smeru Research 
Institute Jakarta, Indonesia (2004), describes that the Indonesian social security 
program is currently undergoing a fimdamental overhaul design to make the existing 
system work better for the beneficiaries and to extend social security coverage to 
more workers, both in the formal and informal sector. The existing scheme has not 
been successful in its aims to provide adequate social security benefits to beneficiaries 
because of its low coverage, limited benefits, and low investment returns, combined 
with poor governance. The government has proposed a plan to convert the current 
social security scheme, which is based on a provident ftmd system, into a compulsory 
social insurance system. The plan is analyzed in this study in order to examine the 
possible impact of the proposed scheme on the Indonesian labor market, investment 
flows, the government budget, and the economy in general. (Alex Arifianto, Indonesia 
2004) 
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From this analysis, it is obvious that there are several serious flaws in the government 
proposal as outlined in the proposed legislation, such as the proposed scheme could 
worsen Indonesia's labor market and investment climate, worsen the government's 
budget deficits, and does not provide room for the private sector to provide social 
security benefits to Indonesians. Many have concluded that publicly-provided social 
security schemes are no longer a viable model for workers today. Instead private 
social security schemes would suit the health and retirement needs of today's workers 
better than public social security schemes. Given the many problems facing the 
Indonesian public pension and healthcare system today, Indonesia should seriously 
consider adopting private social security programs to replace the current publicly 
provided scheme. 
Further, the scheme disregards the role of competition in providing social security 
benefits for Indonesians, since according to the bill, social security provision would 
become the sole responsibility of the government, in spite of the fact that most formal 
sector workers already have adequate health and retirement benefits from their 
employers. As a result of this monopoly, workers might lose their privately provided 
health and retirement coverage that might offer better benefits than the Jamsosnas 
scheme. 
Experiences from other countries in the world (especially Europe and Latin America) 
that have comprehensive social security schemes for their citizens show that publicly 
fimded social security schemes have often failed due to problems relating to 
demographic transition, benefit levels that were too generous, not being financially 
sustainable, and often, poor governance. Many of these countries (such as Chile, 
Mexico, Poland, the United Kingdom, Sweden, and Australia) have pursued other 
alternatives in providing social security for their citizens, specifically, by reforming 
their public social security programs. 
Based on these experiences, the provision and financing of social security programs 
should no longer be the sole responsibility of the government. In the above countries, 
it has been proven that the private sector can play a positive role in providing 
comprehensive social security coverage for citizens. This can be achieved through 
improving the quality of social security services available to the public, introducing 
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competition in the provision of social security programs, and eventually, improving 
age and health indicators in these countries. Based on these facts, policy makers 
should revise the Jamsosnas bill significantly so that it does not create an additional 
burden for workers and businesses, is financially sustainable, provides adequate 
benefits to its participants, and promotes the involvement of the private sector in 
providing the social security coverage to the general public, through individual 
retirement and medical savings accounts schemes. 
should be conducted under the three-pillar paradigm, which has been adopted in 
various countries, both developed and developing. 
The role of the government would be limited to issuing and enforcing appropriate 
regulations to safeguard the workers' social security savings and to provide publicly 
funded social assistance (funded through general tax revenue) to the poorest 
Indonesians who are no longer able to work (e.g., the elderly and the permanently 
disabled). 
World labour report 2000: "Income security and social protection in a changing 
world", published by the International labour office 279* session Geneva, focuses on 
income security and social protection for the workers in the developing countries. It 
offers a snapshot of the main problems that are being tackled, the instruments that are 
being used, their successes and failures and the challenges for the future. The report 
describes the measures of social protection that can be put in place both to alleviate 
poverty and to minimize the risk that, through no fault of their own, individuals fall 
into poverty. (World labour report 2000: "Income security and social protection in a 
changing world" Geneva) 
The report reviews a number of key issues, some of which represent challenges to the 
application of the concept of social security, while others focus attention on 
weaknesses that limit its effectiveness. The combined effect is such that a time when 
in many countries social protection needs have intensified, the mechanisms for 
addressing them are seen by many as having fallen short of meeting their objectives. 
Moreover, particularly in developing countries many of those engaged in some form 
of gainful employment are denied access to even basic social protection and live on 
day to day basis on the edge of destitution. It is however important to put this into 
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perspective and to note, while considering the problems, the success that many 
schemes have enjoyed in all regions in providing income security and access to health 
care for millions of people. The appropriate response to the challenge faced by social 
security is thus to focus on these weaknesses, but to distinguish them from the 
concept itself, which remains valid and strong. This report provides an agenda for the 
development of reform initiatives that will concentrate on these issues. 
The extended family, the traditional mainstay of income security for the majority of 
people in the developing world, is becoming smaller and more dispersed. Such 
developments have major implications for income security and call for policy 
responses in the areas of social security, social services and employment. As far as 
possible, the limited social security institutions to be found in developing and middle-
income countries must be assisted to improve their management and administration, 
their benefit levels and, above all, their coverage of the population. The real problem 
is not demographic but economic in nature: how to ensure employment for all who are 
willing and able to work. One-third of the world's labour force is either unemployed 
or underemployed. Since the mid-1970's unemployment rates in the advanced 
economies have more than doubled and high rates have been registered in many of the 
developing countries for which meaningful figures are available. Ultimately, what is 
sought is a fusion between formal and informal social security mechanisms, which 
will enable social protection to be spread widely and generously across the workers. 
The report shows that, despite the increasing general levels of prosperity observed in 
most countries, many changes are taking place that are adversely affecting income 
security and social security as well. 
An article "Public provision of social security: The challenge in South Asia" by K. 
Seeta Prabhu and Sandhya V.Iyer shows that the prevalence of widespread poverty 
and deprivation in South Asian countries points towards the need to adopt a wider 
concept of social security that would include both promotional and protective social 
security. The article advocates this view against the backdrop of the coverage and 
financing of existing social security programmes and points to the inadequacies of 
these measures attaining the objectives of higher economic growth and the eradication 
of poverty. A characterstic feature of current social security programmes in South 
Asian economies is that they are designed in a conceptual vacuum and are 
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implemented mainly as welfare measures. The emphasis is on promotional measures 
and even within that category, on poverty alleviation programmes. A balanced 
provision of promotional and protective social security measures is not evident in any 
country. Some estimates of resource requirements for providing such balanced social 
security suggest that the cumulative cost of essential human investment over the 
period 1995-2010 would be over 4-5 percent of GDP. Such allocation of resources 
towards the wider connotation of social security is essential for the South Asian 
countries to reap the benefis of the linkages between social attainments and economic 
growth in East Asia. (Prabhu and Iyer, 2001) 
Sarthi Acharya, Director, Institute of Development Studies, Jaipur (India) in the 
article titled "Economic Development Deregulation and Employment Conditions: The 
Indian Experience" defines a social security package for all workers, irrespective of 
whether they work in large or small enterprises or services. It is an important step 
towards achieving a better deal for labour. For one, social security should be a 
function of the state. Its element should include limited support for those who lose 
work temporarily due to closer (of industry or economic activity ), health insurance, 
small loan for making adjustments or meeting emergency needs, and pensions for 
those who get incapeicitated due to accidents at work. Additional anti-poverty and 
nutrition programmes could also find place. In the year 2005-06 Indian government 
spends only 1.8 percent of its GDP on social security, social safety nets and social 
assistance, while Sri Lanka spends 4.7 percent and many developed countries spend 
up to 40 percent. There is therefore sufficient scope to augment the resource base for 
this purpose. There are a number of success stories of how decentralized a community 
based systems could provide extremely efficient and cost-effective services. They 
could provide clues for fi-aming state policy. ( Sarthi Acharya, Jaipur) 
The Paper presented by Patricia Justino entitled "Social Security in Developing 
Countries: Myth Or Necessity? Evidence from India" at Univ. of Sussex, Falmer, 
Brighton (2003) analyses the importance of social security policies in developing 
economies, using empirical evidence from India. The paper argues that adequate 
social security policies can be an important endogeneous factor in the process of 
socio-political development and economic growth of developing economies. It 
discusses the viability of implementing systems of social protection in developing 
countries and provides an empirical analysis of the effects of socio-economic security 
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policies on Indian's economic performance between 1973 and 1999, using a two-stage 
least square model adapted to data from a panel of 14 Indian states. The results show 
that policies that strengthen the social and economic security of the Indian population 
have been an important endogenous variable to both the reduction of poverty and die 
economic growth in India. (Patricia Justino 2003) 
The populations of several countries world wide still lack access to adequate levels of 
social protection. In 2003, less than 10 percent of the poorest countries' population 
benefited from adequate social security protection. Lack of coverage affects the most 
vulnerable segments of the population, such as women and older people, and has 
major social and economic repercussions. In 2003, coverage under statutory social 
security schemes in low income developing countries ranged between 10 and 25 
percent of the working population and their dependants. Benefits usually being linked 
to contributions, people who do not contribute to statutory schemes are not entitled to 
receive them. 
The paper "Social security options for developing counfries" presented at the 
symposium on "Poverty: New approaches to analysis and policy", organised by the 
International Institute for Labour Studies, Geneva (1993) by Emeritus Prof S.Guhan 
of Madras Institute of development studies, explains that the debate on social security 
in developing countries has emerged largely since the 1980's, prompted by several 
factors. According to him developing countries cannot rely on the formal social 
security model alone for social security provisions. Social security in poor countries 
will have to be viewed as part of and fully integrated with anti-poverty policies. Prof 
Guhan has taken much of the empirical material from India. India has a very large 
weight among developing countries in both population (about 20%) and in rural 
poverty (about 30%). Secondly, Indian programmes for social security provision have 
operated on a fairly long period, have encompassed a variety of interventions, and 
have attracted a considerable evaluative literature. As such, they can potentially 
provide models for other low income countries. (S.Guhan, 1993) 
While most developed countries have succeeded in implementing comprehensive 
social security systems, there is a pressing need for such systems to be established in 
developing countries, as they constitute an important tool for the elimination of the 
18 
various forms of insecurity that are still present in these countries. It should be noted, 
in this respect, that social security is considered not only a fundamental means of 
creating social cohesion, furthering political inclusion, and developing democracy but 
also an important tool for the prevention and alleviation of poverty through, interalia, 
the enhancement of productivity. This being so, it may no longer be questioned that 
social security, in conjunction with a growing economy and active labour market 
policies, constitutes an instrument for sustainable social and economic development. 
In the paper "Social security in a globalizing world", 2007 K. P. Kannan argues for 
enlarging both the concept and the coverage of social security to address the twin 
problems of "deficiency" and "adversity" especially in developing countries. The two 
parts of this enlarged concept of social security are: Basic Social Security (BSS) and 
Contingent Social Security (CSS). To strengthen the argument, lessons have been 
highlighted from the historical experience of Western countries, where the State 
played a leading role. Having argued for the extension of BSS, the work deals with 
the extension of CSS. (K. P. Kannan,2007) 
It is the adversity dimension that is captured in the notion of social security to meet 
contingencies. Such social security arrangements are provided through the work status 
of individuals. This, however, takes into account only those in the formal labour 
market, and they constitute a majority in the developed countries and a minority in 
developing countries. Given the reemergence of globalization through a process of 
economic liberalization, there is a greater sense of vulnerability among workers and 
their families the world over. Globalization is a double-edged sword. Countries 
endowed with higher levels of technology, institutions of governance, trade and 
investment as well as a skilled labour force stand to benefit compared with those that 
are less well endowed. However, from a majority of workers' point of view, there has 
been apprehension about the negative impact of globalization. 
In fact a debate was initiated some time ago to broaden the concept of social security 
in developing countries. Dreze and Sen in their work 'Hunger and public action", 
(1989) deploy a broader concept of social security while distinguishing two different 
aspects, i.e. protection and promotion. The former is concerned with "the task of 
preventing a decline in living standards" while the latter refers to "the enhancement of 
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general living standards and to the expansion of basic capabilities of the population". 
(Dreze and Sen, 1989) 
If the need to extend the concept of social security beyond its restricted meaning of 
social arrangements for meeting contingencies is accepted, a useful distinction could 
be made between Basic Social Security (BSS) and Contingent Social Security (CSS). 
In both these there could be a mixture of promotion and protection dictated by local 
conditions. 
However, BSS primarily takes into account the dimension of deficiency while CSS 
primarily takes into account the dimension of adversity. Thus BSS and CSS are 
complementary to each other. BSS is often envisaged for citizens while CSS is 
provided to workers and, through them, their families. Employment related Social 
Security programmes are aimed at reducing contingent poverty and they are 
understood to be the programmes for the Organized Sector. Such a social floor is best 
established through recognition of the right to development as enshrined in Article 22 
of the Universal Declaration of Human Rights of 1948. 
Extension of social security arrangements in the sense of both BSS and CSS is 
thought to be greatly difficult, if not impossible, in developing countries compared 
with the present-day developed countries. Some scholars even argue that there is very 
little for the developing countries to learn from the experience of the developed 
countries, especially France, the United Kingdom and the United States. Both the 
level of development and the structure of the economies in developing countries are 
thought to be so different. As a result, the institutional assumption that social security 
schemes can be introduced for the bulk of the population, while a reasonable goal of 
twentieth century reformers in Western countries, has little applicability to developing 
countries. 
This observation is hardly an isolated one but is, it could be argued, a representative 
one, including in scholarly discussions. However, such opinions do not take into 
account the long-term evolution of social security in the present-day developed 
Western countries or the impressive gains made by the developing countries since 
decolonization or the demonstration of the feasibility of both BSS and CSS 
arrangements in selected countries and regions despite low levels of income and a 
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structure of economy that has a sizeable informal component e.g. Costa Rica, Tunisia, 
State of Kerala in India and Sri Lanka. 
In the paper "Universal age pensions in developing countries: The example of 
Mauritius" International Social Security Review, Dec. 2006, Larry Willmore stated 
that Mauritius, a small developing country has provided older residents with non-
contributory age pensions called 'Mild income tests' since 1950. The scheme became 
universal in 1958. Mild income tests were reintroduced in 1965 and again in 2004, 
This scheme could not get popularity among the people but existence of it was 
restored by the government each time. Government added a mandatory, contributory 
tier in 1978 that does not replace the flat, non-contributory pension. Instead, it 
promises participants (approximately half of the labour force) an income-related 
benefit to top up the universal pension. (Larry Willmore, Dec.2006,) 
A report by Fred Lerisse, Donald Mmari, and Mgeni Baruani, entitled "Vulnerability 
and Social Protection Programmes in Tanzania"(2003) describes the extent to which 
major social protection and risk management programmes and strategies adopted in 
Tanzania have contributed in shielding the extremely vulnerable individuals, 
households and communities in urban and rural areas from becoming poorer. 
Vulnerability or the probability that an individual become poorer due to various 
situations is an important aspect of poverty reduction strategies. (Fred Lerisse, Donald 
Mmari, and Mgeni Baruani, Tanzania"2003) 
The report calls for a comprehensive documentation of different typologies of 
vulnerability to various forms of poverty in order to recommend policies that may 
respond more effectively to different forms of vulnerability. A country level 
participatory poverty assessment (PPA) has been carried out as part of 
implementation of the Poverty Monitoring Master Plan (URT, 2001). Reports from 
this assessment, which adopted a participatory approach, describe the most vulnerable 
social groups and outline the types of impoverishing forces facing the different 
categories of social groups who are vulnerable to poverty. In general, findings from 
the PPA show that the extremely vulnerable groups are likely to be members from the 
following social groups: children, people with disabilities, individuals carrying out 
high-risk jobs, elderly people, youths and women. 
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Among the impoverishing forces described by the reports are economic, 
environmental, social, cultural, health, life cycle, and governance, such as restrictive 
policies and regulations, poor governance and limited access to productive assets etc. 
Although it is recognized that a great number of social protection initiatives in terms 
of programmes, strategies and projects are being carried out by government as well as 
non-government organisations in Tanzania, there is insufficient documentation 
showing the effectiveness of these attempts mainly in terms of: 
a) The extent to which they target the most vulnerable people. 
b) Whether they are appropriate given the type of impoverishing forces. 
c) Scope and timing of the risks. 
d) Whether they mitigate or increase risks. 
Likewise an attempt to show the policy context in which the different social 
protection initiatives are being carried out is yet to be made. At least twenty seven 
national level programmes of social security run by different institutions including 
three central government ministries were studied. Interviews were carried out with 
relevant programme officers, especially those who are directly involved in managing 
the social protection programmes. Where documents were available they were 
reviewed and supplemented the findings from the interviews. The Poverty and Human 
Development Report 2002, and results from the PPA are the main documents for the 
study as they provide ideas on the fiamework for analyzing vulnerability, and the 
identification of social groups considered to be the most vulnerable from their own 
perspective. Other important reference materials included reports from various social 
protection and risk management programmes and related studies. While evaluation of 
programmes with respect to achievements or impacts would have been useful sources 
of information, very few programmes were found to have carried out evaluations 
relevant to the subject of this study. 
Benedicte Zimmermann in his article, "Changes in Work and Social Protection: 
France, Germany & Europe", adopts a dual approach to the examination of 
unemployment insurance reforms in France and Germany. On one hand it looks back 
at the historical link between waged work and social protection which is characteristic 
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of both systems; on the other hand it considers the impact of the European 
Employment Strategy on national reforms. The historical retrospective reveals the 
eminently political nature of social protection and its intimate relationship with a 
vision of society based on a nation of wage-earners. That vision is now being called 
into question but the kind of alternative political project needed to breathe life into the 
idea of Social Europe has yet to emerge. (Benedicte Zimmermann,2006) 
Wasana Karunarathne & Ranadev Goswami in the paper 'Social Security in Asia and 
the Pacific- Reforming formal social security systems in India and Sri Lanka' analyse 
the formal social security systems of India and Sri Lanka. While many of the social, 
demographic, and economic indicators differ markedly between the two countries, the 
structure of the social security systems, challenges, and reform directions are quite 
similar. They found that provident fund organizations in both the countries are highly 
inefficient and need to modernize and benchmark their governance, operations, and 
investment policies. The dualism in their systems, which has resulted in relatively 
generous non-contributory pensions being provided to civil servants, also needs to be 
addressed. This dualism and the fiscal unsustainability of current civil service pension 
arrangements lend urgency to reforms in this area in the two countries. The prospects 
for voluntary tax-advantaged private sector schemes eire encouraging, particularly in 
India. The conditions for reforms are more favourable now owing to hopefiil signs of 
an end to longstanding conflict in Sri Lanka, and decade-long experience with 
financial sector reforms in India. (Wasana Karunarathne & Ranadev Goswami) 
After analyzing various papers and studies it is clear that the issues of social security 
are multidimensional. While discussing at length the adequacy of the available 
benefits, some speak of the sustainability of the schemes and their problems of 
funding. The argument for coverage of entire population looks unsustainable in the 
views of Director General I.L.O. who feels that coverage of already better offs bears 
more heavily on the poorest. 
Therefore, no attempt has so far been made to study the benefits available for 
contingent poverty in the organized sector, their adequacy, implementation programs, 
administrative arrangements there and the policy issues involved in developing 
comprehensive social security both for the organized and the unorganized put 
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together. Many a problem hides behind the technical jargon and statistical tables and 
do not give a blue print for a national policy on social security for implementation. 
Mukul G. Asher and Amarendu Nandy, National University of Singapore, has given a 
paper "Reforming provident and pension fund regulation in India" in 2005. The paper 
reviews various components of India's social security system with a view to 
identifying reform needs in their governance and regulatory structures. It then 
assesses the new pension system to be supervised and regulated by the proposed 
Pension Fund Regulatory and Development Authority (Asher and Nandy, 2005). 
The paper finds that the current arrangements do not provide sufficient incentives for 
professionalism and system-wide perspective essential to meet India's social security 
challenges. Urgently operationalizing the PFRDA, and modernizing the relevant laws 
and regulations could greatly assist in meeting India's social security challenges. 
Modernization of Employees Provident Fund Organization is also essential. The 
analysis suggests that the need for greater professionalism and system-wide 
perspective should be accorded high priority by India's provident and pension fund 
organizations. The analysis in the paper is quite aggregative and qualitative. This 
underscores the need for more robust database and greater focus on empirical 
evidence-based policies in this area. 
The paper will provide a better appreciation of the governance and regulatory issues 
involved in reforming India's provident and pension funds. It will also provide a base 
for other researchers to identify and undertake more detailed analysis of specific 
aspects such as ways to internationally benchmark administration and compliance 
costs of provident and pension fund organizations, achieving coordination among 
PFRDA, banking, insurance, and capital market regulators. 
In the fourth International Social Security Association Conference 2003, at Univ. of 
Mumbai paper presented by Sandhya V.Iyer titled, "Old Age Protection In Urban 
Agglomeration Of A Developing Economy: An Intergeneration Analysis", describes 
that an intergeneration analysis of traditional social security system from a human 
development perspective prevailing in most developing economies like India. Social 
security programmes in these countries are designed in a conceptual vacuum and 
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implemented as welfare measures. Social responsibility of the community to provide 
such social protection is tacitly present in these societies. The families continue to be 
the main source of traditional social security. But the budget constraint at the 
household level inhibits the magnitude of protection for the older population. Overall, 
informal social security network have failed to provide effective social security to the 
older population. In an era of decentralisation, the role of the community assumes 
greater relevance and any initiative would have to be linked to the economic and 
social policies formulated by the State. The State action would have to be multi-
pronged approach that aims to strengthen the institutional and legal framework, 
reduce the gap between formal and informal sectors and extend targeted social 
assistance measure for socially vulnerable sections of the population. (Sandhya 
V.Iyer,2003) 
Many thinkers felt and perceived inadequacy of the conventional type of Social 
Security. Pointing out the inadequacy of the conventional type of Social Security 
Schemes for Developing countries, The Director General of ILO said, "Social 
Security Schemes in developing countries generally apply to wage earners in stable 
jobs in an Industrial Urban setting. Other categories of workers and especially the 
overwhelming majority of the working population; who live in rural areas remain 
uncovered. Thus the gap between the relatively well off and poor may well be 
increased rather than diminished by such schemes. Many schemes inherited from 
colonial regimes benefit those who occupy a commemding position in the power 
structure including the military and civil service, the prosperous and better educated 
in other occupations. Some assistance schemes such as family benefits are patterned 
on schemes in the developing countries devised for very different demographic 
situations. Moreover, when social protection schemes are financed by state revenue 
derived from indirect taxes which is sometimes the case, part of the cost of the 
benefits paid to the already better off bears more heavily on the poorest". (Report of 
Expert Committee GOI, 1999) 
K. Seeta Prabhu in one of his study, "Economic Reform and Social Sector 
Development: A Study of Two Indian States" 2001 observed that the economic 
regime prevailed in the country from Independence to the early 1990s had assigned a 
special responsibility to the state to protect the right of the weaker sections and to 
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remove the impediments that prevented them from active participation in economic 
processes. The economic reforms initiated in 1991 did not directly call for any change 
in the commitment of the nation to the workers or to the government's role in 
translating it into concrete action. In fact the reforms emphasised the continuing role 
that the state should play in the field of social security, education and public health. 
(K. SeetaPrabhu,2001) 
According to Seeta Prabhu empirical evidence suggests that it is possible for certain 
forms of growth to have an adverse impact on the workers. In India, Seeta Prabhu 
found that the country's experience has been similar to those of the Latin American 
countries. Apart from an all-India analysis, the Indian experience is examined through 
a case study of two States, Maharashtra and Tamil Nadu. Both States have come to be 
noted for their social sector policies, Maharashtra for its employment guarantee 
scheme and Tamil Nadu for some pioneering social security measures. While these 
policies have been commendable for what they were intended to achieve, and did 
achieve their goals to some extent, Prabhu makes the significant observation that they 
were "in the nature of add-on components" that did not seek to alter the structural 
conditions in any fundamental manner. Further, in both States there had been a 
deceleration of social sector expenditure since 1985-86. These two factors together 
led to a neglect of the social sector in both the States immediately after the reforms 
were launched. But because these shortfalls were corrected subsequently, the final 
conclusion has been that "there was no substantial change in the pattern of 
expenditure on social sector during the period of economic reform" in the two States. 
Seeta Prabhu makes an effort to get closer to the ground realities by selecting a few 
districts within the two States and selected villages in the districts. A great deal of 
empirical material has been assembled, which will help understand the working of the 
economy at these levels. These include provisions for social security, information on 
income and expenditure, employment, health and education. The shortcoming of this 
study are, first the period studied is the first half of the 1990s when, rightly or 
wrongly, the emphasis was on macro economic policies to correct the balance of 
payments problem. The second reason is related. During a short period of three or 
four years, and at lower levels such as a village, a district or even a State, it is not easy 
to sort out the impact of the reform from other changes which would also be taking 
place at the same time. For instance, employment and wage increase in a village over 
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a period of three years. But Seeta Prabhu provides a procedure for enquiry at different 
levels and arrives at conditions that are likely to determine the outcome. 
B.N. Som the Central Provident Fund Commissioner in 1994, expressed the view in a 
paper presented at a seminar on Development of Social Security programmes in 
developing countries that in discussing the question of extending Social Security to 
the entire population one was drifting from one Utopian world to another confounded 
Utopia. He pointed out that for the last decade or so and more particularly during the 
last three or four years the Social Security system all over the world was under great 
strain. The ILO was consulting the World Bank and the I.M.F about the future of 
Social Security. The message from these international organizations was that 
whatever schemes were introduced, they should be affordable and sustainable with 
reference to the capacity of the national economy. Moreover, a situation had arisen 
where the entire concept of Social Security as well as the programmes called for a 
serious review. It was paradoxical that in this situation one should be discussing the 
question of extending Social Security to whole population. According to B.N. Som, 
most of the discussions about the future of Social Security revolve around the 
financial troubles that Social Security Schemes are suffering all over the world from 
the decade of 70s. While the social security practitioners think that social security for 
the entire population is something that should be thought of more cautiously 
considering the burden on the national economies and the burden on the poorer 
sections of the society. 
On the possibilities of extending Social Security to entire population B.S. 
Ramaswamy had highlighted two main problems in the administration of Social 
Security programmes in India. First there was inadequate appreciation of the nature of 
social insurance on the part of the beneficiaries and to a certain extent on the part of 
the administrators. There was a tendency to equate the insurance schemes with 
provident fund schemes and to expect the refund of or a return on the contributions 
made in respect of the insurance schemes. Second, the functional responsibility for 
providing medical care to the insured persons and their families was with the State 
Governments in addition to their own schemes. The result was inadequacy of doctors, 
non-maintenance of equipment and non-availability of medicines and in short total 
dissatisfaction on the part of the beneficiaries. Ramaswamy's concern was mainly of 
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inadequacy of medical benefit administration. It does not go beyond this area of social 
security. His understanding of social insurance appears to be requiring comprehension 
for it does not speak of components of social insurance and the difference between the 
institutions of provident fund. 
Ms. Lynn Villa Corta in her paper titled social protection in Asia and the pacific says, 
"Some Social Security institutions particularly in developing countries had been 
marked for bad management, lack of modem techniques, training and other 
deficiencies which resulted in complaints fi"om the beneficiaries. In some regions 
Social Security had acquired a bad name because of these deficiencies." Ms. Corta has 
seen the social security situation from the angle of the administration. Her paper, 
however, does not suggest any social security policy to extend the benefits to the large 
majority of the uncovered lot. Her paper speaks of modernization of existing 
administration. 
According to Dr. Amartya Sen and Jean Dreze "The basic idea of Social Security is to 
use social means to prevent deprivation and vulnerability to deprivation". They say 
that the focus of the social security is to enhance and protect people's capabilities to 
be adequately nourished, to be comfortably clothed, to avoid escapable morbidity and 
preventable mortality. The average experience of poorer populations understates the 
precarious nature of their existence, since a certain proportion of them undergo severe 
and often sudden dispossession, and the threat of such a thing happening is ever 
present in the lives of many more. (Dreze, Jean and Amartya Sen, 1991) 
If we consider this view, the earlier views need to be adequately answered in the 
interests of larger population becoming deprived of a decent standard of living and the 
governments need to be suggested policies and strategies to program the schemes that 
address the issues of all affected by inadequate arrangements of social security. 
In an Inaugural address, at an International Conference on "Social Security Policy: 
Challenges before India and South Asia" held on 1^ ' November 1999 Shri K.C. Pant, 
the then Deputy Chairman, Planning Commission said, "Social Security is one of the 
important dimensions of the development process. It assumes a place of special 
significance in the developing countries, where poverty, destitution and income 
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inequalities abound in large measure. While growth is an important precondition for 
expanding the scope of social security, no less important is the need for adopting 
special social security policies". Professor Pant, however, has not stated any thing 
specifically about the old age pension or provident funds for the industrial workers. 
Neither has he recommended any organizational set up for the delivery of benefits of 
social security. 
In the book "Reforms, Labour Markets, and Social Security in India," Ramgopal 
Agarwala, Nagesh Kumar and Michelle Riboud explains that Social Security policy 
reforms have attracted increasing attention over the past decade in the context of the 
process of industrial restructuring involving mergers and acquisitions, privatization, 
closure of sick enterprises associated with economic reforms that have led to 
displacement of a growing number of workers. Furthermore, with social security 
programmes covering only 10 percent of the work force, for a large part of the 
population, depriciation in the form of inadequate income, ill-health and malnutrition 
is not a contingency to be guarded against, but a continuing certainty of life. 
Extending the coverage to the rest of the 90 percent of the workforce that is part of the 
informal sector is a major challenge for the reforms. The contributions to the book 
examine some of the issues in the context of India with a view to contribute to the 
ongoing process of economic reforms. The labour market trends resulting from the 
reforms and the liberalization process are analysed in the context of their implication 
for social security and safety nets. Conceptual issues concerning the reform of 
pension systems in India are examined. The book also reflects on old age security in 
the unorganized sector. 
The authors contend that the existing social security policies for the formal sector 
cannot simply be extended to the informal one. They highlight the need for an 
alternative for this vulnerable segment of the workforce. The essays draw upon 
relevant experiences of developed as well as developing countries in this area to 
support the arguments. 
It stresses the need for a unique social security system designed specifically for India. 
Cautioning against mere import of existing systems from other countries, in the Indian 
framework, the contributors suggest several alternatives for policy-makers. 
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Prof. P. Madhava Rao, in his paper "Social Security Administration in India: A Study 
of Provident Funds and Pension Scheme", November 2007, acknowledged that social 
security is becoming a distinct part of the social policy of India. Successive 
governments in India have promised many a benefit to all those in need of social 
security. Many programs of Social Security have come and gone. The Employees 
Provident Fund Organisation which is the largest Social Security organization in 
terms of its coverage for Old Age income and survivor benefit programmers for the 
industrial workers has covered over 30 Million people working in the business houses 
in India. Nevertheless, coverage of total population, at least total working population, 
has been the demand of the social security thinkers and economists in the liberalized 
economy of India. Responding to the need of covering entire workforce in a viable 
and feasible and looking for options of such programs, it is feh that the administrative 
arrangements currently available for old age income and survivor benefits programs 
should be reviewed and remedial measures suggested before suggesting any 
additional programs. Thus, the paper examined the Social Security Administration in 
India with special reference to Provident Funds and Pensions and the feasibility of 
covering entire working population including workers in the informal sector, and 
suggested restructuring the administration. (Madhava Rao, Nov.2007,) 
K.M. Naidu in his book, 'Social Security of Labour in India and Economic Reforms' 
analysed the social security for workers in the post reform period. According to Naidu 
social security measures for labour have become relevant in India after the 
implementation of economic reforms. The first part of the decade of reforms has not 
given the required focus on this problem, though amounts have been set apart in every 
budget. There is a decline in the allocations made for social security in general and 
labour in particular. The second half showed increased allocation, but the amounts 
were found to be insufficient. As human face of economic reforms began to be slowly 
seen as severely adverse to labour, with losing of jobs, fall in employment, low 
allocation (in percentages) to social security of labour, researchers began to study the 
issues of social security of labour in detail and brought out conclusions which are 
quite unfavourable and depressed to labour. (K.M. Naidu,2003) 
He analysed critically the declining trend observed in employment, poverty, 
education, health, housing, food and nutrition as well reduced government allocation 
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to social security of labour. Organised employment got reduced and hence 
unorganised sector employment grew to 93 percent of total employment. The book 
articulates effectively for the removal of deprivation and vulnerability of labour to 
make them live a comfortable life with assured security. 
Dr. Gupta Ramesh has evaluated three government reports namely, OASIS, IRDA 
and Bhattacharya in an article, "Pension Reforms in India: Myth, Reality and Policy 
Choices". These government reports have so far examined the issue and suggested 
several measures to provide a safety net to the employees and the aging population. 
Dr. Gupta has observed that escalating costs of the pension system is forcing the 
Indian Government to reevaluate the formal programmes that provide social security 
to employees. He has examined the recommendations made in these reports and 
analysed the potential effects of them. He raised five policy questions likewise: 
1. Should the reformed system create individual (funded defmed-contribution) 
accounts, or should it remain a single collective fund with a defined-benefit formula? 
The changeover involves a larger public policy choice issue: who should ultimately 
bear the risk? Should employees/retirees shoulder those risks alone arising from 
variations in asset yields and unexpected changes in longevity, or should these risks 
be shared more broadly across participants, if not society? Choice would depend upon 
to which group the individual belongs. Financially successful people may believe in 
individual ownership and choice, while low wage earners may want assured returns 
because they do not have other resources to fall back upon. Unfortunately most 
Indians, unlike those in many other countries, are in the latter category which cannot 
bear any risk, more so in the old age. 
2. If individual accounts are adopted, should the reformed system move toward 
private and decentralized collection of contributions, management of investments, and 
payment of annuities, or should these functions be administered by a public agency? 
In privately managed funds, associated problems would be intermediation costs, 
agency problem (principal-agent fiduciary relationship), and greatly increased costs to 
administer the plan. Several studies across the world have shown that periodic fee 
may look deceptively low but, over longer time horizons, the cumulative effect can be 
dramatic, sometimes reducing the benefits by 30 to 50 percent. 
3. Should fund managers of retirement savings be allowed to invest in a diversified 
portfolio that includes stocks and private bonds? In recent years equity investments, 
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particularly index investing, have become a favoured strategy. Index funds are subject 
to tracking error, and being loaded with few big stocks, there are much higher risks in 
index investing than people perceive. Over the period, real annual return on index 
funds may be more, but people retire only once. Equity markets are highly volatile 
and go through long periods of feasts and famine. Guarantees would have to be 
provided in the form of minimum return or providing minimum basic pension on 
retirement. World Bank studies show that government ends up acquiring conjectural 
liabilities wherever a pension system based on private providers is mandated. How 
would that be different from the present system where a government agency (EPFO) 
provides retirement benefits? 
4. Should the government move toward advance funding of its pension obligations 
for its employees, or should these obligations continue to be financed on pay-as-you-
go basis? Studies have shown that a simultaneous implementation of funded, 
diversified, individual accounts is not a "free lunch" once you properly account for 
existing unfounded obligations and risk. The Bhattacharya Committee's estimates 
show that the government would have to pay out more on account of pensions to its 
employees for the next 38 years before the new scheme starts showing reduced 
government expenditure. These amounts do not include the tax foregone by the 
government on the employee's contribution. Several assumptions have been made 
about the scheme, which the committee hopes would remain valid and that the future 
governments would behave responsibly. The proposed scheme does not consider 
intermediation costs and agency risks; in fact, the committee presumes that agents 
would behave more responsibly than principals. 
5. What should be the level of government fiscal support in the form of tax subsidy, 
foregone tax collections, grants, administrative costs incurred by its agencies, and 
level of assumed contingent liabilities in case the government guarantees minimum 
pension? The crucial question is: how much and to whom is this subsidy accruing? 
Are beneficiaries of the proposed system the ones who need subsidy? Tax treatment 
of pension is a critical policy choice. A generous tax treatment may promote savings 
but may be costly in terms of revenue foregone. Apparently, an exercise in balancing 
is necessary. The priority should, therefore, be putting in place a policy vision and 
road map with specific goals in relation to pre-determined milestones. These should 
include a tax financed and means-tested system for lower income groups. If 
government cannot afford it, then it has no moral or political justification to even 
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consider providing further tax benefits to privileged income groups. If there are no 
government funds for the first pillar in the World Bank recommended multipillar 
system, the third pillar should remain out of policy discussions. Emphasis should be 
on strengthening the second pillar. Suggested reforms neither enhance efficiency nor 
make the social security system more equitable. It would only privatize the gains 
while costs and risk for the government would increase considerably. It would only 
help well-off segment of society in availing more tax concessions. Present problem in 
the government pension system is due to successive governments behaving like Santa 
Clauses ignoring the cost to exchequer. Fund managers would not be able to solve 
these problems. Specific fiscal and other measures for implementing a feasible and 
viable pension system in Indian conditions have also been suggested in the paper. 
The studies conducted by ILO in India have found that the availability of contingent 
social security in India is extremely skewed in favor of public employees and workers 
in the organized sector who constitute even less than 10 percent of the workforce. In 
the organized private sector employment, formal social security schemes suffer from 
shortcomings in coverage, access, and efficient delivery. They also largely leave out 
casual or contract employees who fall outside the purview of the organized private 
sector and who are nearly three times the number of the employees within this sector. 
B.N. Rajhans, the General Secretary of Hind Mazdoor Sabha in his paper on social 
security for the workers states, "The workers are compensated very poorly for the 
efforts they put into add the national wealth. There is a dire need to improve their 
compensation and provide them a cover of social security benefits". Rajhans 
however, does not speak of old age pension and its funding aspects in his paper. The 
old age pension is the only ultimate technique of social security for it addresses 
economic problems of a person's life during the evening years of life. 
Prof. Indira Hirway went to the extent of saying that one important question, however, 
is regarding integration of poverty issues in these programmes. It will be useful, 
therefore, to examine the present set of social security programs from this point of 
view. It is recognized that social security measures are an essential component of anti 
poverty programs as: 
a) The poverty of the population in the bottom-most deciles, which is mainly due to 
33 
destitution, can be eased only by appropriate social assistance schemes. 
b) The poverty of the under employed also can be eradicated by guarantee of work, 
and 
c) The poor can be supported in vulnerable situations (i.e. old age, sickness, and 
death) 
and protected from exploiters through appropriate social security measures. In 
other 
words it is an income guarantee or income security to the labour force. (Indira 
Hirway, 
1985) 
On the other hand. Professor Mahendra Dev says that the social security programs 
would be successful only when utilization of funds is proper and which is possible 
with the improvements in the literary standards of the population. In his own words, it 
is true that there is a need for increase in social expenditure for a poor country like 
India. Nevertheless, merely increasing funds is not enough if our aim is to reach the 
poor effectively. Between allocation of funds and effective utilization of the existing 
funds, more weightage should be given to the latter. Education for the poor seems to 
be a crucial parameter for the success of social security programs in India. 
(S.Mahendradev, 1996) 
H.C. Mehata, the then Secretary of Life Insurance Corporation of India, proposes a 
corporation for social security on the lines of LIC. Mehata does not go beyond the 
levels of the Life Insurance Corporation of India. The Life insurance corporations of 
India although takes care of post- retirement needs of the population or the benefits of 
the survivors of the deceased insurer this type of security is based on the individual 
savings and government intervention is not required and neither is there any social 
responsibility cast among the insurers directly. Insurance growth is directly 
proportional to the salesmanship of the agents who are also equally interested in their 
commission more than on the social security products. (H.C.Mehata, 1994) 
It further says, the workers in the organized sector are regarded as socially protected 
and those in the unorganized sector as socially unprotected. The socially un-protected 
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workers tend to be poor and constitute a high priority target group for social policy 
and action. (The General Secretariat of the Social security Association of India-1994) 
The International Labour Organization has conducted several projects in India on 
various issues of importance. The Project Director says that the challenge for many 
developing countries is to design social security schemes for informal sector workers 
that are effective in protecting against poverty, and that at the same time promote 
productivity and employment. Workers are generally willing to contribute to social 
insurance if they feel that they get value for money, if the benefits correspond to their 
priority needs and if the system that administers the benefits is trustworthy. If these 
three conditions are fulfilled and workers contribute wholeheartedly to social security 
systems, there is no problem with labour costs, employment or productivity. With 
regard to social assistance, the issue is more political and has to do with the overall 
willingness of society to show solidarity to those who are in most cases 
unemployable, such as old-age pensioners, widows and incapacitated people". 
(W.V.Ginnekan, 1997) 
Patric Heller in his study of workers situation in Kerala, India has observed, while 
overly vague and even somewhat arbitrary, the organized/unorganized dichotomy 
does capture the fundamental distinction of the dualistic character of labor markets in 
the developing world. The organized sector is characterized by the contractual 
relations of a class-based social organization of production, closely linked with the 
development of the modem state. Workers in this sector enjoy legal protections and 
institutional conditions that are favorable to collective action. (Patric Heller, 1999) 
Much before India achieved independence, the popularly known 'Rege Committee' 
Of 1944, which was asked to investigate the question of wages and earning, 
employment, housing and social conditions generally, made a survey of labour 
problems in different industries. The committee covered, interalia, the question of 
relief in case of old age and death in relation to retired benefits such as provident 
fund, gratuity and pension. The committee observed, "The whole problem of 
provision against old age or death of breadwinners legitimately falls within the sphere 
of social security, and it is a matter for consideration whether either the initiation of 
management of scheme of provident fund, gratuity and pension should be left to 
employers themselves. Of course, so long as there are no schemes of social security 
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introduced in a particular industry or area, the existing private scheme of provident 
fund, etc. should be allowed to continue under the management of the employer. The 
existing schemes in this connection do not appear to be very liberal. The absence of 
social security measures like provident funds, gratuities and pension in most concerns 
has largely contributed to the migratory character of Indian labour and is one of the 
most important causes of the large labour turnover in the factories. Though some of 
the big employers have instituted tolerably good schemes, the number of such cases 
and pensions are rather rare. A few employers have instituted gratuity and pension 
scheme. TTie amount of gratuity generally amounts to half a month's wages for every 
completed year of service put in. In almost all the cases the gratuity is payable only to 
deserving workers of proven good behavior, the sole judge of the deservedness being 
the employer himself. Hence, there is always scope for discrimination and the trade 
unions bitterly complain that their members are discriminated against. The rate of 
gratuity is progressively reduced if the period of service is less than 20 years. 
After examining the above facts the committee concluded "Our investigation shows 
that only a few enlightened employers in the country have made some provision for 
safeguarding the fUture of their operations when they retire, and of their dependents 
when they die, by way of either provident fund or gratuity scheme. The large bulk of 
industrial workers, however, remain uncovered and it is distressing that a worker who 
has toiled for 20 to 30 years in a factory should become destitute in his old age. We 
think that just as employees of governments and of local bodies have something to fall 
back upon during old age, so also industrial labourers should be protected by a similar 
provision requiring employers to have pension schemes. The incidence of death is 
probably much more serious in this country than the incidence of old age in view of 
the low expectation of life. 
There is little or no provision against the contingency of the premature death of the 
breadwinner. As the average industrial worker is too poor to insure his life with 
commercial companies and as such insurance is not always technically profitable, this 
field may best be reserved for state insurance of some kind." 
This committee has made some meaningful observations, which ultimately lead 
enactment of current legislations like Employees Provident Fund Scheme, which has a 
limited application of coverage of only the employees in the selected industrial and 
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other establishments. The main purpose of our study is the study of the administration 
of the provident fund and pension schemes only. The organization although grown 
vertically and horizontally, is under utter criticism on its approachability and it's out 
reach to the targeted population. 
It can be seen from the foregoing literature reviewed, (excepting some of the 
observations of the Rege Committee) that the thinkers and writers on the social 
security have conveniently forgotten to suggest a national policy of social security to 
the government, which takes care of the millions of the working population. The 
glaring gaps in the available literature are: 
a) The literature does not clearly state any national policy for the Social Security. 
b) There is no comprehensive study available on the existing schemes of social 
security. 
c) The adequacy of the available benefits has nowhere been discussed. 
d) The organizational setup to extend the social security for the entire working 
population 
has nowhere been suggested. 
e) Neither are there any recommendations and proposals to strengthen the current 
administrative arrangements. 
f) Even for the Unorganized sector too there is no working solution given. 
g) Only the Rege Committee made some meaningful suggestions, which of course 
lead to 
the establishment of the schemes like employees provident fund. However, the 
recommendations of the committee have not been paid full attention for the reasons 
not 
clearly known. 
The literature so far reviewed however, does not go in to the details of the functioning 
of the organizations established for the delivery of Social Security Benefits for 
attacking contingent poverty. There are several stray comments on the efficiencies of 
the organizations but empirical approach to examining the shortfalls is not seen. Some 
writers like Prof Mukul Asher and P.S.Srinivas have only commented on the 
investment patterns in practice in the Employees Provident Fund Organization 
without going into the details of the mandate before such organizations and their 
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social responsibility. There are many recommendations on extending the benefits to a 
large number of the unprotected working class. Ironically none of the above 
recommendations have seen the light of the day nor do we find any road map to 
approach the unprotected and uncovered lot. Concrete suggestions to improve the 
administrative arrangements are also not seen in the literature reviewed. 
However, we can infer from the literature that the reforms to social security systems 
in India are an urgent need in terms of their administration, benefit delivery, coverage 
of target population and sustainability of funding. We therefore, try to examine the 
programs to arrive at some policy conclusions addressing the objectives of social 
security, with special reference to provident funds and pension, keeping in view the 
limitations to review all other programs. 
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CHAPTER 3: Social Security in Global Context 
3.1 Historical Evolution and Development of Social Security Concept 
The concept of social security or social welfare has existed in some form or another 
throughout much of history. Some 4,000 years ago, Babylonian ruler Hammurabi was 
among the first in government to voice concern for protecting the needy. Ancient 
Greek and Roman philosophers too, supported the concept of social security by 
helping those in needs, and there were provision for assistance in a number of 
religious traditions, including Judaism and Christianity. 
Since the evolution of mankind, different communities had been protecting its 
members. Primitive tribes had rules and customs to assure the safety of all. Family 
was the only source to provide security. Human society is essentially composed of 
weak and strong both type of people and have definite roles to play in the promotion 
of social adjustment. Normally persons of superior qualities headed the family, the 
tribe and community. Family has been the oldest institution of group insurance. The 
earnings of all members of family pooled together in the family exchequer. From this 
common fund, maintenance of every individual member used to be undertaken 
according to the needs. But the resources of the family often proved inadequate 
especially during abnormal situation of economic contingencies and major disasters 
e.g. unemployment, sickness or death of the chief bread & butter winner of the family. 
Before the advent of the modem Industrial Revolution in the 18* century in the west, 
industry used to be just a domestic enterprise. In the early phase of the Industrial 
Revolution, the profit motive of the investors and share holders was dominant and, as 
such, the worker developed as a commodity to be hired and fired in the interest of 
more and more profits for capitalist investors. The dominant profit motive thriving 
under the non-intervention of the state and seeking to revolutionize production with 
its competitive aims and methods exploited and debased on increasing number of 
workers who were drawn to it as wage-earners. The theory of, 'exploitation of man by 
man is the bitter fruit of profit motive' dominated those days. 
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Under laissez faire economy the workers suffered owing to the long hours of work, 
having to work in most unhealthy surroundings, exposure to accidents and low wages, 
which did not provide even bare subsistence. With the deepening of the Industrial 
Revolution, institutions like joint family system, family guilds, charitable societies 
and organization became inadequate. 
Science and invention have given ordinary people ease and comfort which even rich 
people of earlier civilizations did not dream. But this progress had a price. The job 
now is to adapt our common life to the changes that came with our progress. As far as 
we can look back, men and women had lost one way of earning their living and had to 
find others. Groups of workers, like the hand weavers, had seen their work being 
taken away by machines. But it is only recently that we have realized that there could 
be a widespread situation. Even in good times in which large numbers of people who 
needed to work and wanted to work had no chance to do so. 
In many European countries social security was restricted towards old age and 
unemployment pension schemes. Modem social security measures like compensation 
for accidents during work time, medical care, health insurance, compensation for 
disability etc. were introduced much later. 
The objective of social security is to protect the industrial workers to ensure that they 
have an acceptable standard of living. Social security may entail smoothing 
consumption and reducing risk or spreading income over the life cycle. Often there is 
a redistribution of income among groups with differing needs. 
The aim of all social security measures is three-fold: Compensation, Restoration and 
Prevention. Compensation goes to income security and is based upon the idea that 
during spells of risks, the individual and his family should not be subjected to a 
double calamity involving both destitution and loss of health, limb, life or work. 
Restoration implies cure of the sick and the invalid, re-employment and rehabilitation, 
and is in some ways, an extension of the earlier concepts of the functions of social 
security. 
Prevention is designed to avoid the loss of productive capacity due to sickness, 
unemployment or invalidity and to render the available resources which are used up 
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by avoidable disease and idleness and thus increase the material, intellectual and 
moral well-being of the community. 
The development of services for prevention and rehabilitation should receive the 
highest priority in social security policy. Till now social security has tended to 
concentrate on providing access to what are mainly curative health services and on 
providing cash in defined contingencies. Prevention needs to permeate virtually all 
departments of government, the actions of employers and employees, the activities of 
voluntary bodies and most important of all, the actions of individuals and families. 
In the European Middle Ages (476 to 1453) Christian monasteries served the needy. 
Their hospitals provided a broad range of services for the ill, homeless, aged, orphans, 
and even travelers. They were, of course, far removed from the acute care institutions 
of modem America. Under the laws of the day, the medieval church was responsible 
for public welfare and could collect taxes to support its activities. 
Medieval life was characterized by feudalism, and under this system most people 
were assured of at least minimal assistance for life. In the cities, those in need 
received some assistance from social, craft, and merchant guilds. Social stability, 
limited mobility, and a sense of obligation to the poor and needy of the community 
were essential to the social welfare activities of the Middle Ages. But eventually a 
series of upheavals resulted in a breakdown of this basic social welfare system. These 
included the bubonic plague (1348 to 1349), which killed nearly one-third of the 
English population, and several other natural disasters. With the decline of the Church 
of England, which had been largely responsible for social welfare, a new system was 
needed. 
In response the English government in the mid-fourteenth century began placing 
restrictions on the unemployed, as well as taking some responsibility for organizing 
voluntary assistance. These early English laws regarding the needy included: 
restrictions on begging and later laws against it (with death as one possible 
consequence to repeat offenders), and taxes and assessments to help provide for the 
needy. Such laws were drawn together under the Elizabethan Poor Law of 1601. It 
was this law that became the basis for early social welfare laws in America. 
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Problems of the Old World arrived in the New World in spite of an abundance of land 
and opportunity. The needs of the aged, the sick, and others were at first taken care of 
by the individual colonies, but as towns grew so did needs, and the colonists turned to 
the English Poor Law for guidance. One application of aid was to place a needy 
person in a private home for a fee. In general, communities took care of their own but 
showed resistance to assisting a growing number of strangers or newcomers. Some 
colonies, such as early seventeenth-century Boston, passed laws allowing for forced 
removal of unemployed strangers, and the Plymouth Colony passed a residency 
statute regarding public assistance. Registering, bonding, fines, and whippings were 
other methods New England colonies used to deal with nonresidents they feared 
would become dependent on or destructive to the community. 
In addition, broader social and economic changes in the Western world were 
transforming the traditional view of social security. Classical economists of the 
eighteenth century supported the concept of an unregulated economy and saw social 
welfare programs as interfering with a natural economic process. It was a period of 
cooperation between the public and private sectors, influenced by the humanitarian 
tenets of the Great Awakening (an evangelistic religious movement that occurred 
around 1740) and the Enlightenment (a philosophical movement that generally took 
place in Europe from 1700 to about 1789, the beginning of French Revolution). But 
the tradition of local assistance was widely disrupted following the American 
Revolution. Immigrants came in huge numbers. Industrialization was also started the 
spread of wage labor, and the growth of urban areas resulted in increased burdens on 
local governments. 
In England, the Poor Law of 1601 was revised to reflect these new views. The law 
that had upheld the belief that the needy should be assisted came to an end after nearly 
250 years. The new view was that social security was a moral, not a social, problem. 
Such factors of the work environment as low wages, depressed industries, limited 
opportunity, and seasonal and technological unemployment were dismissed as barriers 
to individual achievement. Communities became reluctant to assist the needy and 
larger county and state run institutions were formed to take care of the problem. In 
1824 the New York legislature passed the County Poor House Act and thus marked a 
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shift from the towns to the counties as social-service providers. During the same 
period mental hospitals, prisons, and orphanages also were being established. 
Another shift in American attitudes toward social welfare came during the Civil War. 
The needy benefited from the general understanding that in war, circumstances were 
beyond the control of the individual. Significantly, the first national public-health 
group was formed and mainly operated by women. The United States Sanitary 
Commission organized local voluntary organizations to provide health education 
programs for soldiers. For the first time, the federal government was seen as the 
coordinator of social welfare needs that were universal in nature. 
Further, Mothers' Pensions was introduced. Mothers' (or widows') pensions were early 
twentieth-century programs to assist single or widowed women with children. These 
programs mariced yet another turning point in the debate between the deserving and 
the undeserving claimant person. The programs set some precedents for America's 
social welfare policy-to-come by keeping children with their mothers and keeping 
mothers at home rather than in the workplace. 
In March 1933 Franklin Delano Roosevelt assumed the presidency and, with it, the 
daunting task of bringing the nation out of the Great Depression. Within his first 
hundred days in office he oversaw the passage of much of his New Deal program. But 
it was not until 1935 that the Social Security Act was passed. In its original form, this 
law established unemployment relief, old-age assistance and social insurance for 
American workers and designated that monthly benefits begin in 1940. The system 
was designed to return at least as much in benefits as an individual worker had paid to 
the government. However, a 1939 amendment to the act weakened this commitment 
by instituting a formula in which benefits received would be based on average 
earnings during a confined period. The Act also extended benefits to survivors and 
dependents, as well as the retired. In essence. Social Security was made to benefit a 
large cross-section of the population at the expense of its original intent. 
In 1972 Congress added an automatic cost-of-living index to Social Security, so that 
benefits would rise accordingly. However, due to an error in the indexing plan, 
benefits began to rise faster than earnings. Despite 1977 legislation designed to 
correct the error, the Social Security fund continued to experience problems, largely 
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due to high inflation and unemployment. Further legislation was introduced in 1983 to 
ensure OASDI's long-term health by, requiring a rise in the retirement age from 65 to 
67, to take place between the years 2003 and 2027. 
With the majority of American workers still under 45 years of age and years away 
from retirement, public sentiment during the early 1990s was toward changing Social 
Security policy to deal with the staggering financial burden. 
Changes suggested included: increasing retirement age to 72 years of age to delay 
payments; elimination of income limits on retirees in order to increase tax revenue; 
and the termination of surplus Social Security funds held in Treasury bills that are 
costly to redeem. Other changes suggested included separating out low-income old-
age benefits from benefits related to contributions to the Social Security system. The 
federal Social Security retirement fund solvency was guaranteed until 2010 by 1983 
congressional amendments, but the program's future beyond that date was considered 
uncertain. 
With unemployment rates dropping in 1999 to the lowest levels since the 1970s 
(approximately 4 percent), America's attention shifted from welfare programs to 
retirement benefits. The Social Security Solvency Act of 1998, a contentious piece of 
legislation, never made it through in its proposed form. Beginning in October 1999, 
the SSA began providing annual updates to the nation's employed, age 25 and older, 
timed to arrive three months before an annual birthday. The statements, at a cost of 
$75 million jmnually, show current personal balances in each individual's account and 
project estimated retirement benefits. For those bom after 1970, there will be a 
gradual increase in age requirement before full retirement benefits may be withdrawn: 
from 65 to 67. This meeisure was expected to affect 96 percent of the employed 
population in 2000. 
The three, Social Security perspectives i.e. economic, budgetary, and programmatic, 
of the policy issues that arise as the United States confronts the aging of its population 
are likewise: 
First, Social Security can be viewed through the lens of the economy. Beneficiaries 
make decisions about when to retire and how much to work before retirement partly 
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on the basis of the amount of taxes they pay and the amount of benefits they expect to 
receive. Social Security also influences people's decisions about how much to save, 
which plays a role in determining the size not only of their retirement income but also 
of the nation's capital stock as a whole. Consequently, Social Security has important 
implications for aggregate economic performance for the flow of income that the 
economy will be able to generate and for the total stock of wealth and overall 
economic resources that will be available in the future. As a result. Social Security 
can significantly affect the nation's standard of living as well as the distribution of 
income within and among generations. 
Second, from a budgetary standpoint. Social Security is the single largest program of 
the federal government. This fiscal year, outlays for Social Security are expected to 
top $500 billion and account for 23 percent of total federal spending (excluding 
interest). Looking farther ahead, the Congressional Budget Office (CBO) projects that 
Social Security outlays will grow from 4.2 percent of gross domestic product (GDP) 
in 2005 to 6.5 percent in 2050. Although that growth is significant, it pales in 
comparison with the projected growth of the government's two big health programs, 
Medicare and Medicaid. 
Last, Social Security can be analyzed from the perspective of the program itself The 
most recent programmatic focus has been on the 'sustainability' of the system's 
finances. However, several other aspects of the program are also important. 
Throughout its long history. Social Security has had multiple goals related to 
redistributing income, others to offsetting lost earnings. In 2005, only about two-
thirds of Social Security's beneficiaries were retired workers. The rest were disabled 
workers, survivors of deceased workers, and workers' spouses and minor children. 
Policymakers will need to decide whether the program's goals are still appropriate, 
and if so, how changes to Social Security would aid or hinder the achievement of 
those goals and affect various types of beneficiaries and taxpayers. 
It is argued that the notion of social security is too limited in face of the social and 
economic needs of developing countries and there is a need for more extensive notion 
of social protection to be use. Independently of the terminology used, the definition of 
social security or social protection in developing countries must address three 
fundamental issues. 
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In the words of Burgess and Stem (1991) these are: (i) (what) is included within the 
objectives of the social security programme, (ii) (to whom) should social security 
policies be targeted and (iii) (who) should provide for social security in developing 
countries. (Burgess and Stem, 1991) 
3.1.1 What: objectives of social security in developing countries 
Most social protection policies in developing countries will almost certainly be 
concerned with reducing vulnerability and unacceptable levels of deprivation. The 
extent of poverty and destitution in most developing countries would, however, make 
typical post-shock social security benefits of the type implemented in industrialized 
countries too costly to put into practice in poor economies. The role of social security 
policies in developing countries must, consequently, be extended not only to that of a 
'safety-net', but, more importantly, to 'prevention' against increases in deprivation 
and the 'promotion' of better chances of individual development (Guhan, 1994). In 
this sense, social protection policies would not only address negative outcomes of 
development but would also promote more equal opportunities amongst all population 
groups, thereby reducing the likelihood of negative outcomes. The focus of social 
security policies in developing countries should thus be on the reduction and 
mitigation of stmctural forms of vulnerability and on the implementation of ways of 
coping with all types of risk and be integrated within the overall development 
strategy of the country rather than implemented as individual programmes (Kabeer, 
2002). 
Social security policies in developing countries should aim thus at the protection and 
promotion of both human and physical capital. Policies that protect human capital 
include better access to clinics and hospitals, better nutrition, better health support, 
health insurance policies, improved access to schools, universal primary education 
and so forth. Physical capital can be protected by policies aimed at employment 
creation, promotion of rural development, research and incentives to encourage 
labour-intensive investments, better access to housing and land, improved 
infrastructures, reduction of remoteness of some population groups, measures to 
eliminate biases against women and other vulnerable groups as producers and 
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consumers (minimum wages, measures against discrimination), improved access to 
capital through financial sector reforms of micro-credit schemes, implementation of 
employment support schemes, provision of secure ownership of key assets, crop 
insurance measures, etc. 
In order to guarantee their success, these policies must be combined with sound 
macroeconomic management policies. While social protection policies would aim at 
reducing the impact of shocks and strengthening the economic and social capacity of 
vulnerable groups to respond to shocks. 
Macro economic policies would be concerned with preventing the occurrence of 
shocks by, for instance, keeping inflation low, stabilizing interests' rates and reducing 
price fluctuations. The combination of micro and macroeconomic preventive policies 
would guarantee that disadvantaged groups do not slip further on the distributional 
scale due to their inability to respond to shocks. The implementation of these policies 
need thus not to destabilize the economy, financially or otherwise, and may contribute 
towards the establishment of more efficient and equitable market economies. 
1.1.2 Whom: beneficiaries of social security programmes in developing countries 
The second point relates to the issue of who will benefit fi-om social security 
programmes. The definition of social security provided by the ILO assumes the 
beneficiaries of social security policies to be the workers who for several reasons 
(sickness, pregnancy, invalidity, old age) face a 'stoppage or substantial reduction of 
earnings'. These workers have contributed during their working lives towards the 
social security funds with a percentage of their earnings, which would entitle them to 
maintain their standard of living in the event of the life contingencies listed above. 
In developing countries, where the majority of the population is self-employed and 
the informal sector (where earnings cannot be accurately accounted for) is large, the 
focus of social protection policies cannot be on workers only. Furthermore, workers in 
developing countries that can be accurately put into one of the categories listed in the 
ILO's definition of social security will not necessarily be those worse-off since they 
would have been employed in the formal sector where incomes are more regular. 
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Social security policies implemented in developing countries should be targeted 
towards the 'needy', i.e. the vulnerable groups of the population, which will not have 
necessarily worked or contributed towards the social security flinds. Addressing the 
needy rather than the workers will guarantee more efficiency within the programmes 
since financial resources will not be wasted on large scale universal systems. This will 
have the added advantage of creating better chances for the programmes being 
politically feasible and not opposed by the more powerful lobby groups. 
3.1.3 Who: provision of social security in developing countries 
The final point relates to the role of the state and other institutions in the provision of 
social security in developing countries. The financial constraints faced by most 
developing countries imply that social security provision should have both civil and 
public dimensions. Informal arrangements of social protection have indeed played a 
vital role in developing countries. However, on the one hand, families and 
communities can be affected by the same risks and thus they are not the ideal 
suppliers of insurance and socio-economic protection (Burgess and Stem, 1991). On 
the other hand, traditional forms of family and communal arrangements are 
disappearing as a consequence of socio-economic modernization and increasing 
urbanization, while no other form of social organization is replacing the old one 
(World Bank, 1994). Alternatives ought thus to be found to protect the most 
vulnerable groups who no longer can depend on extended families or communal links 
for survival. Publicly provided social protection policies are a natural solution. One 
strong reason for the involvement of the state in the provision of social protection is 
the element of uncertainty, which arises from the public good aspect of social security 
policies. In the presence of a public good, state intervention becomes necessary 
because it can provide the appropriate incentives and exert the necessary pressure for 
the provision of the public good. In addition, the state has the obligation of protecting 
and promoting social, economic and political rights. Financial limitation may make 
this task quite difficult. However, the state does not have to rely solely on income 
transfers and traditional forms of social security. As argued above, policies that 
promote livelihoods and reinforce informal systems of social protection are equally 
fundamental in the establishment of efficient forms of social protection in developing 
countries. 
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The question is then how much is the state willing to intervene in order to provide 
social protection to vulnerable members of society. Most countries have in place some 
form of distributional systems governed by an array of fiscal policies. However, social 
insecurity does not arise exclusively from uncertainty regarding wages and other 
sources of income. Social and economic insecurity are determined also by the 
opportunities and choices each individual faces and their ability to voice their needs 
and demands. In other words, social security policies ought not to be only based on 
the redistribution of incomes, wealth and assets, but also on the guarantee of equal 
choices and the redistribution of social and political rights by, for instance, 
implementing universal primary and secondary schooling and universal access to 
primary health care and social security benefits, 
promoting equal access to job opportunities by all groups in the population (women 
and men, individuals of different cultural backgrounds, etc) and encouraging the 
establishment of equal rights of access to economic, social, political and legal 
institutions by vulnerable groups, thus enabling them to voice their need and 
concerns. 
3.2 The Potential Benefits of Social Security in Developing Countries 
Social security policies, as defined in the previous section, can have important private 
and social benefits in developing countries. Adequately targeted policies aimed at 
protecting individuals and households against socio-economic shocks may improve 
living standards and strengthen livelihoods. They may also increase the productive 
capacity of the poor and thus contribute towards the increase of their potential to 
secure employment, improve their productive capacities and increase incomes. This 
may, in turn, benefit economic development as a whole since aggregate demand may 
increase as a result of higher incomes, the human capital capacity of the country will 
be strengthened and the country may benefit from increased social stability as jobs 
and incomes become more secure. 
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3.2.1 Demand Benefits 
The poor are typically self-employed or under-employed, poorly organized and, 
consequently, lack the means to protect their earnings against economic shocks. Lack 
of physical and financial assets means that poor households will have difficulties in 
adjusting to external shocks and, consequently, their demand will fall. Given that 
unemployment tends to affect the poor disproportionately and that they constitute the 
majority of the population in most developing countries, aggregate demand would be 
thus strongly affected. It shows that internal demand can change as a response to more 
equal distributions of income. Increases in the income of the poor will lead to a 
wealthier middle class, which are 'the natural consumers of manufactured goods', 
implies that an 'extreme concentration of wealth in the hands of the very rich manifest 
itself in the demand for handmade and imported luxuries rather than for domestic 
manufactures, even when farm or export income grows'. Consequently, redistributive 
policies are likely to induce an increase in private consumption and, consequently, an 
enlargement of internal markets and higher prospects for economic growth. 
3.2.2 Human capital and stability benefits 
Social protection policies may also improve the access of adequate health care and 
education. This, in turn, will affect the ability to access more prosperous life 
opportunities and increase individuals' capacity to access better jobs and higher 
income. It will also generate important social benefits in the form of higher 
productivity, thus promoting the whole economy by improving its human capital 
resources. In addition, wealthier, better educated and healthier populations may 
reduce social discontent, which, in turn, may reduce society's propensity for crime, 
violence and other forms of socio-political instability caused by the persistence of 
poverty amongst certain population groups, job insecurity and other socio-economic 
risks. The promotion of social and politically stable environments is, in turn, a central 
element in the success of any economic growth and development process. Thus, social 
security or protection policies can generate positive externalities on the economic 
growth process of development economies, in the form of larger internal markets, 
accumulation of human capital and the creation of stable socio-political environments. 
This would suggest that social security policies can be an important endogenous 
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factor in the process of social and economic development and economic growth of 
developing countries. This endogenous mechanism will be illustrated in the next 
section for the case of India. 
3.3 Social Security Schemes in Developed Countries 
3.3.1 United States of America 
It was only in 1950 that the social security programme was extended to cover farm 
and household employees and other persons. Four separate social security 
programmes provide financial security to American workers and their families. The 
Old Age and Survivors Insurance (OASI) Programme pays monthly each benefits 
after a worker retires or dies; the Disability Insurance (DI) programme pays monthly 
cash benefits after a worker becomes disabled; the Hospital Insurance (HI or 
Medicare Part A) programme pays for hospital care of the aged and the long-term 
disabled; and the Supplementary Medical Insurance (SMI or Medicare Part B) 
programme pays for part of the costs of physician's services, out-patient hospital 
services, and other related medical and health services, for voluntarily insured, aged 
and disabled individuals. Health insurance (Medicare) covers persons over 65 years 
and persons who have been disabled for atleast 5 years. The cash benefit provisions of 
the programmes are designed to replace partially the income that is lost when a 
worker retires, becomes severely disabled, or dies. Unemployment insurance 
programmes are designed to provide cash benefits as a matter of right to unemployed 
workers who fiilfiU certain eligibility conditions. The workmen's compensation 
legislation is the first form of insurance designed to provide cash benefits as a matter 
of right to unemployed workers who fiilfill certain eligibility conditions. The 
workmen's compensation legislation is the first form of insurance designed to provide 
cash benefits and medical care when a worker is injured in connection with his job 
and also monetary payments to his survivors if he is killed on the job. Unemployment 
compensation is administered by each state, with the Federal Government setting 
standards. The system is financed by a Federal tax on pay rolls and by the Federal 
Treasury. 
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3.3.1.1 Supplemental Security Income (SSI) 
In the 1970s, SSA became responsible for a new program, Supplemental Security 
Income (SSI). In the original 1935 Social Security Act, programs were introduced for 
needy aged and blind individuals. In 1950, needy disabled individuals were added. 
These three programs were known as the "adult categories" and were administered by 
State and local governments with partial Federal funding. Over the years, the State 
programs became more complex and inconsistent, with as many as 1,350 
administrative agencies involved and payments varying more than 300 percent from 
State to State. 
In 1969, U.S. President Nixon identified a need to reform these and related welfare 
programs to "bring reason, order, and purpose into a tangle of overlapping programs." 
In 1971, Secretary of Health, Education and Welfare, Elliot Richardson, proposed that 
SSA assume responsibility for the "adult categories." In the Social Security 
Amendments of 1972, Congress federalized the "adult categories" by creating the SSI 
program and assigned responsibility of it to SSA. 
SSA was chosen to administer the new program because of its reputation for 
successful administration of the existing social insurance programs. SSA's nationwide 
network of field offices and large-scale data processing and record-keeping operations 
also made it the logical choice to perform the major task of converting over 3 million 
people from State welfare programs to SSI. 
52 
The following table-3.1 shows State supplementation income and its growth. 
Table: 3.1 
SSI Program aod its Growth 
Year 
1937 
1938 
1939 
1940 
1950 
1960 
1970 
1980 
1990 
1995 
19% 
1997 
1998 
1999 
2000 
2001 
2002 
Benericiarie$(a) 
53,236 
213,670 
174,839 
222,488 
3,477,243 
14,844,589 
26,228,629 
35,584,955 
39,832,125 
43,387,259 
43,736,836 
43,971,086 
44,245,731 
44,595,624 
45,414,794 
45,877,506 
46,444,317 
Dollars (b) 
$1,278,000 
$10,478,000 
$13,896,000 
$35,000,000 
$961,000,000 
$1U45,000,000 
$31,863,000,000 
$120,511,000,000 
$247,796,000,000 
$332,553,000,000 
$347,088,000,000 
$361,970,000,000 
$374,990,000,000 
$385,768,000,000 
$407,644,000,000 
$431,949,000,000 
$453,746,000,000 
Year 
1974 
1975 
1980 
1985 
1990 
1991 
1992 
1993 
1994 
1995 
1996 
1997 
1998 
1999 
2000 
2001 
2002 
Beneficiaries (c) 
3,996,064 
4,314,275 
4,142,017 
4,138,021 
4,817,127 
5,118,470 
5,566,189 
5,984,330 
6,295,786 
6,514,134 
6,613,718 
6,494,985 
6,566,069 
6,556,634 
6,601,686 
6,688,489 
6,787,857 
Dollars (d) 
$5,096,813,000 
$5,716,072,000 
$7,714,640,000 
$10,749,938,000 
$16,132,959,000 
$17,95,639,000 
$21,682,410,000 
$23,991,153,000 
$25,291,087,000 
$27,037,280,000 
$28,252,474,000 
$28,370,568,000 
$29,408,208,000 
$30,106,132,000 
$30,671,699,000 
$32,165,856,000 
$33,718,999,000 
a. 
b . 
c . 
[U.K 
Recipients of one-time lump-sum 
Research Machines pic. 2006] 
payments. 
Benefit payments only. 
Recipients of Federally-administered payments only. 
Includes both Federal payment and Federally-administered State 
supplementation payments. 
33.1.2 SSI Program and Its Growth 
From its modest beginnings, Social Security has grown to become an 
essential facet of modern life. The above table shows that one in seven 
Americans receives a Social Security benefit, and more than 90 percent of all 
workers are in jobs covered by Social Security. From 1940, more than 222,000 
people received monthly Social Security benefits and more than 44 million 
people had benefited from this. Social Security has grown steadily. The SSI 
program has grown as well from its inception in 1974. 
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3.3.1.3 Social Security Administration (SSA) 
The Social Security Board (SSB) was established in 1935 as one of the federal 
government's "independent agencies." This means that it was not part of a larger 
cabinet-level organization. In 1939 this status changed when the SSB became part of 
the new cabinet-level Federal Security Agency. Ultimately, the Social Security Board 
became the Social Security Administration and it had finally become an operating 
component of the Department of Health & Human Services. 
There are Union-negotiated welfare plans in the system of social security which 
usually cover health insurance, supplementary benefits for retirees, laid-ofF 
employees, and a host of other benefits, financed by the employer. An estimated 40 
million employees in the U.S.A. are beneficiaries of private pension and welfare 
plans. Their rights are protected under the Employee Retirement Income Security Act 
of 1974. However, it provides improved benefits for retirees above 65 years of age 
who continue to work. 
Throughout the 1980s and 1990s, there was growing bipartisan support for removing 
SSA from under its departmental umbrella and establishing it as an independent 
agency. Finally, in 1994 the Social Security Independence and Program 
Improvements Act of 1994 (P.L. 103-296) was passed unanimously by Congress and, 
on August 14, 1994, President Bill Clinton signed the act into law. 
33.2 Germany 
The German social insurance system was established as the first comprehensive 
legislative system for the protection of workers. Wage earners come under 
compulsory insurance through Wage Earner's Sickness Insurance Act, 1983, the 
Accident Insurance Act, 1984, and the Invalidity and Old Age Protection Act, 1 &S9. 
Employers and workers were required to provide against certain contingencies by 
paying contributions. 
The Social security system in Germany is divided into a number of independent 
branches which together make up the social insurance programme. These branches of 
social insurance consist of (a) sickness insurance, (b) accident insurance, (c) old-age 
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pension insurance for wage earners and salaried employe^s^ and ^ d) unemploymeni 
insurance. V 
The statutory sickness insurance system provides benefit^  in "E f^erfonfi, ofjjarly 
detection of diseases, sickness benefits, hospital treatment, and cSre~hr^urative or 
special establishments, home care, maternity benefits, death grants and benefits for 
dependants. 
The purpose of accident insurance scheme is not limited to providing social insurance 
cover for the victim of an accident and his dependants but also to prevent 
occupational accidents. Under the Occupational Safety Act of 1974, employers are 
required to appoint industrial medical officers and occupational safety specialists. 
Their duty is to assist the employers in their programmes of health care and 
prevention of accidents. There is also provision for payment of compensation by the 
Federal Government for a chosen list of occupational diseases. Occupational diseases 
are placed on the same footing as employment accidents. The purpose of the statutory 
pension's insurance system is to maintain, improve and restore the insured person's 
earning capacity and to provide pensions to insured persons and to his survivors. The 
National Employment Service is responsible for occupational placement, and 
vocational counseling. On October 1, 1974, a Rehabilitation Benefits Alignment Act 
came into force, the purpose of which is to promote rehabilitation of the handicapped 
by extending certain benefits to them. 
3 J.2.1 Bismarck's Social Insurance Movement 
The Social Security program that had eventually been adopted in late 1935 relied for 
its core principles on the concept of "social insurance." Social insurance was a 
respectable and serious intellectual tradition that began in Europe in the 19"' century. 
It was an expression of European social welfare tradition. It was first adopted in 
Germany in 1889 at the urging of the famous Chancellor, Ottovon Bismarck. Indeed, 
by the time America adopted social insurance in 1935, there were 34 nations already 
operating some form of social insurance programme, about 20 of these were 
contributory programs, like Social Security. Philosophically, social insurance 
emphasized government-sponsored efforts to provide for the economic security of its 
citizens. The tradition of social insurance would come to be seen as the reasonable, 
55 
practical alternative to the radical calls to action represented by Townsend, Long, 
Sinclair and the others. 
Although the definition of social insurance can vary considerably in its particulars, its 
basic features were: the insurance principle under which a group of persons are 
"insured" in some way against a defined risk, and a social element which usually 
means that the program is shaped in part by broader social objectives, rather than 
being shaped solely by the self-interest of the individual participants. Social insurance 
coverage can be provided for a number of different types of insured conditions, from 
disability and death to old-age or unemployment. It find obvious to think of death, 
disability or unemployment as conditions causing loss of income and which can be 
ameliorated by pooling of risk. It is at first a little odd to think of old-age or retirement 
in these same terms. But that is precisely how the early social insurance theorists 
conceived of retirement, as producing a loss of income due to cessation of work 
activity. 
One of the first American books on social insurance was by a Columbia University 
economics professor named Henry Seager. Seager explained the principles of old-age 
security based on social insurance in his book, 'Social Insurance: A Program of Social 
Reform', published in 1910. As changing economic conditions were rendering the 
dependence of old people on their descendants for support increasingly precarious and 
on the other hand, new obstacles were arising to provide for old age through voluntary 
saving. The proper method of safeguarding old age is clearly through some plan of 
insurance. For every wage earner to attempt to save enough by himself to provide for 
his old age is needlessly costly. The intelligent course for him is to combine with 
other wage earners to accumulate a common fund out of which old-age annuities may 
be paid to those who live long enough to need it. 
3.3.3 New Zealand 
The New Zealand Act of 1938 was enacted "to provide for the payment of 
superannuation benefits and of other disabilities arising from age, sickness, 
widowhood, orphan hood, unemployment, or other exceptional conditions; to provide 
a system whereby medical and hospital treatment will be made available to persons 
requiring such treatment; and, further, to provide such other benefits as may be 
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necessary to maintain and promote the health and general welfare of the community." 
Evidently, the New Zealand Act made a very wide claim of coverage of 
contingencies, which almost guaranteed the citizens all sorts of benefits from cradle to 
the grave, to be provided by the state. The concept of comprehensive social security 
introduced in New Zealand found good support in the I.L.O. Recommendations 
(1944) on income security and medical care and in the Social Security (Minimum 
Standards Convention, 1952. The Convention divides the field of social security into 
nine divisions: (1) medical care; (2) sickness benefit; (3) unemployment benefit; (4) 
old-age benefit; (5) employment injury benefit; (6) family benefit; (7) maternity 
benefit; (8) invalidity benefit and (9) survivors benefit. 
In 1974 a universal 'no fault' accident insurance scheme was introduced in New 
Zealand. The Accident Compensation Act granted earnings-related compensation to 
employed persons for loss or reduction of earning capacity from any accident 
regardless of whether or not it is connected with employment. It also covers a sizable 
proportion of the population who never before had the benefit of accident coverage of 
any kind. Among these are non-employed persons, housewives, children and students 
as well as elder people. Visitors to New Zealand also have cover while on New 
Zealand soil. The Act includes compensation for occupational diseases, but excludes 
any disability arising fi-om sickness unrelated to employment. The social security 
scheme has thus drawn a line of demarcation between accident and sickness. The 
Accident Compensation Commission, established by the Act, is entrusted with paying 
cash benefits as well as undertaking accident prevention and rehabilitation. 
3.3.4 Great Britain 
The Workmen's Compensation Act of 1897 made earnings related compensation, 
subject to limits, payable to those incapacitated as a result of an injury sustained at 
particular types of work. Compensation was paid directly by employers. Right to 
compensation could be established through the courts. By 1906 such compensation 
was available in most spheres of employment. Two years later, in 1908, the Old Age 
Pension Act allowed for the provision of a means-tested pension, albeit a small one, to 
people aged over 70. This was followed in 1911 by the National Insurance Act which 
introduced compulsory insurance against unemployment for workers in specific 
industries and against the medical costs and earnings lost by low-paid workers during 
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periods of sickness. These benefits were available as of right in return for 
contribution; there was no means test. They were financed by contribution made by 
those covered, their employers, and an exchequer supplement. The 1934 
Unemployment Act introduced a means-tested benefit for those unemployed but not 
covered by National insurance. 
In 1942, a detailed investigation into the existing social security arrangements and 
suggestions for their reform were published. The main recommendation of the 
Beveridge Report was that the disorganised system for the provision of social 
insurance and assistance which existed before the war should be replaced by a unified 
system. Most of Beveridge's recommendations were incorporated in the 1946 
National Insurance (Industrial Injuries) Act. In 1966, the Ministry of Social Security 
replaced the Ministry of Pensions which got merged in 1968 with the Ministry of 
Health to create the department of Health and Social Security. In 1971, the Joseph 
Plan focused attention on retirement pensions and in particular the role that ought to 
be played by the state at a time when occupational pension schemes were growing in 
their coverage. In 1971, a new means tested benefit. Family Income Supplement, was 
introduced. In 1975, the Social Security Pensions Act was passed. The Act requires a 
review of social security benefits each March in the light of inflation which has 
occurred and which is expected. The 1980 Social Security Act brought changes in the 
administration of Supplementary Benefit Scheme. Under the 1982 Social Security and 
Housing Benefits Act, the system of housing benefits was administratively 
rationalized from April 1983, and in the first eight weeks of sickness and injury, 
'statutory sick pay' is paid in place of existing sickness or injury benefits. 
Social security expenditure in the year ending March 1981 totalled 22.4 billion 
Pounds, around 10 percent of gross national product and 21 percent of total 
government expenditure. Social security expenditure splits conveniently into two 
categories, contributory benefits and non-contributory benefits. The principal 
contributory benefits are retirement pensions, unemployment benefit, invalidity 
benefit, widow's benefit and sickness benefit. Guardian's allowance, industrial 
disablement benefit and child benefit are some of the non-contributory benefits. 
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3.3.5 Japan 
Japan was the first Asian Country to establish a comprehensive social insurance 
system. Health insurance for employees of large corporations was adopted in 1922, 
followed by national health insurance in 1938, seamen's insurance in 1939, and 
employee's pension programme in 1941. In 1959, with a view to establishing 
universal medical care and a pension for the whole nation, the national health 
insurance programme was amended and a national pension programme was 
introduced to include those not covered by existing health or pension programmes. 
Japan has two major programmes for old-age, i.e. survivor and disability insurance. 
The employee's pension programme, which is contributory, covers regular wage and 
salary workers. The national pension programme has a contributory as well as a non-
contributory segment. The contributory part of the programme, in turn, has a 
compulsory and a voluntary part. Besides these, a number of pension programmes 
also exist for special groups such as civil servants, agricultural workers, seamen, and 
private school teachers. 
The two main health insurance programmes are the compulsory employees' health 
insurance plan for workers employed in manufacturing, mining and retail 
establishments with five or more employees and a national health insurance plan that 
covers residents not insured as a result of their employment. It is designed to cover the 
oldest, poorest and the sickest segments of Japanese society. 
Japan has had unemployment insurance since 1947. The law was amended in 1975 so 
that coverage is compulsory for all industrial and commercial firms with more than 
five employees. Voluntary coverage is available for employees of smaller firms and 
agricultural workers. The government pays 25 percent of the benefit costs and the 
entire administrative cost. Employees pay 0.5 percent of earnings; employers pay 0.8 
percent of payroll. 
3.3.6 Sweden 
It is one of the pioneering countries in the field of social insurance. It provided 
different social insurance benefits to its people under old-age, invalidity and 
survivors' insurance, medical care and sickness insurance, industrial injury insurance 
scheme, unemployment insurance scheme and parents' cash benefit. The chief 
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characteristics of the Swedish system are that employers are not required to contribute 
except for the Industrial Injury Insurance Schemes. The social security schemes in 
Sweden aim at benefiting the entire nation and not merely gainfully employed 
persons. Majority of the Swedish employees are covered by the state subsidized 
Voluntary Unemployment Insurance Scheme. Under the Unemployment Insurance 
Act of 1973, the unemployment insurance programme is administered by recognized 
unemployed funds supervised by the Employment Market Board. 
Sweden introduced a new Act on employment injury from July 1, 1977. Under the 
new Act, the pension benefit fi-om the employment injury scheme will cover part of 
•the loss of income not compensated by the general pension scheme. The benefits are 
designed in principle to put the injured person in the same economic position as if he 
had not been injured. As regards coverage, every employee is required to be insured 
according to the Act. The defmirion of 'work injury' under the Act is very 
comprehensive and flexible. The Act is based upon the principal that injuries incurred 
at work constitute grounds for higher compensation for loss of income to other kinds 
of injuries. 
As in the case with some other countries, the statutory social security schemes in 
India cater only for a small proportion of the population. Even all industrial workers 
are not covered as smaller establishments and those drawing salaries exceeding 
certain limits are excluded from the benefits of the various social security 
programmes. A vast majority of labour force in the unorganized and agricultural 
sector are beyond the benefits of organized social security schemes. 
Social security schemes in many countries around the world have come under 
increasing pressure in recent years. Some of the pressures are financial, reflecting 
increasing maturity of the schemes and demographic developments. Others are 
structural, as schemes adapt to cope with the changing economic and political 
environment, including rapid inflation, high unemployment and evolving employment 
rapid inflation, high unemployment and evolving employment patterns. Budgetary 
pressures may lead to a reappraisal of what can be afforded out of the public purse. 
Priorities need to be established and resources channeled or targeted appropriately. 
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3.4 Social security in developing countries 
The term 'Social Security' used here is based on ILO Convention No. 102 (1952) 
which covers the nine branches of Social Security: medical care and benefits 
addressed to sickness, maternity, invalidity and widowhood. The extent and coverage 
of formal social security in developing countries suffer from a number of 
shortcomings. 
In the first instance their mere availability varies considerably across contingencies. 
Work injuiy benefits are available in most developing countries. Benefits for old age, 
disability to survivors are also prevalent in fair measure. Availability of schemes 
covering sickness or maternity is more restricted; even more so are family allowance 
schemes. Few developing countries provide unemployment benefits. 
Secondly, most of the schemes cover only workers in government and quasi-
govemment sectors and workers in organized employment in mining, manufacturing 
or plantations where the work force is stable, employment is regular and a clear 
employer-employee nexus exists. 
Thirdly, the regional dispersion of formal soial security is very uneven in the Third 
World. It is relatively well developed in the highly urbanized, middle-income 
(Countries of Latin America and the Caribbean (LAC) while outside the LAC region 
(with few exceptions) its availability is very restricted. 
Fourthly, formal social security systems are malfunctional in several ways. Evasion of 
employer liabilities is widespread (e.g. for work injury and maternity). The regular 
and timely collection of contributions from the insured and their employers is not 
easy. Provident fiinds do not provide adequate retirement benefits. Administrative 
overheads are high. Disbursement is delayed and is subject to cumbersome 
procedures. Many schemes have also run into actuarial and fiscal imbalances. 
3.4.1 Social security appropriate to developing countries 
The negative conclusion that developing countries cannot rely on the formal model 
alone for social security provision implies in essence that social security in poor 
countries will have to be viewed as part of and fully integrated with anti-poverty 
policies with such policies themselves being broadly conceived in view of the 
complex, multi- dimensional nature of poverty and deprivation. In a content of 
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massive and persistent poverty the concept of social security has to extend 
considerably beyond the conventional social insurance model and encompass a large 
measure of social assistance. The conceptual problem is to situate an operationally 
useful notion for social security i.e., one that is neither excessively specific (as in the 
formal model) nor excessive general within a comprehensive anti-poverty approach. 
From the stand point, a categorization of the instruments consider relevant for poverty 
alleviation may be useful. There are three broad categories. Firstly, promotional 
measures that aims to improve endowments, exchange entitlements, real incomes and 
social consumption. Secondly, preventive measures that seek more directly to avert 
deprivation in specific ways. Thirdly, protective (or safety-nets) measures that is yet 
more specific in their objective of guaranteeing relief from deprivation. 
This is taxonomy with overlapping categories. Work programmes, for instance 
promote employment; they can also be seen as preventing unemployment. Health care 
promotes well being: it may also prevent sickness. The value of these categories does 
not, therefore, lie in their being clear cut or mutually exclusive. My purpose is rather 
to suggest a gradation of measures that proceed, like a set of concentric circles fi"om 
wider to narrower domains of specificity, while recognizing that all three types of 
measures are called for. The outer circle of promotional measures would include the 
whole array of macro-economic, sectoral and institutional measures of major 
importance for poverty reduction, operating at the macro and meso levels. Though 
oriented towards the poor, they may not be confined to them or addressed specifically 
to the prevention of actual types of deprivation. The middle circle would consist of 
what have come to be known as asset redistribution, employment creation, and food 
security. The inner circle would contain specific measures from the relief from or 
protection against deprivation to the extent that the later is not or cannot be averted 
through promotional and preventive approaches. This visualization helps clarify 
several questions. 
The first, is that social security provision in developing countries requires a multiple 
approach. 
The second, arises fi-om the residual nature of safety nets; poverty must be alleviated 
as much as possible by the outer circles of promotional and preventive measures so 
that the burden on safety nets can be lessened. 
Thirdly, safety nets must indeed act as the last resort as regards any 
entitlements. 
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Using this frame one can appropriately limit the following discussion to the set of 
preventive and protective measures most relevant for social security provision in 
developing countries. Broadly these include: 
(a) measures to provide assets 
(b) measures to improve exchange entitlements 
(c) specifically protective, safety-nets measures. 
As well as identifying the programmes involved. It is necessary to assess their 
effectiveness in terms of quantifiable indicators. The limitations of data being what 
they are, any such attempt will be crude but it can be usefiil in broadly differentiating 
between the sheep and the goats. In this spirit, I have used five broad indicators 
wherever, and to the extent, possible. 
The first, is the coverage ratio that is simply the coverage in a specific programme of 
the contingency or need to which it is purportedly addressed. The coverage depends 
both on the budgeteuy outlay and the take-up by intended beneficiaries. 
Secondly, the transfer efficiency, which is the proportion of likely not benefits to one 
unit of gross expenditure, after allowing for programme and administrative overheads, 
administrative leakages and any other offset. Thirdly, the targeting efficiency, which 
is the proportion of the transfer that reaches its target group after allowing for the 
share going to those outside the target group either explicitly (as in universal 
schemes) or because of leakages. This is equivalent to the concept of vertical targeting 
efficiency. 
Fourth, is the benefit cost ratio, which is the product of transfer efficiency and 
targeting efficiency. It seeks to indicate how much the target group is likely to benefit 
in the final outcome fi-om one unit of expenditure. 
Fifth, is impact efficiency, which is the product of the coverage ratio and the benefit 
cost ratio. At the broadest indicator it gives an idea of the overall impact of any 
specific programme after taking into account outlay and take-up vertical and 
horizontal efficiencies, and overheads and leakages. 
Two caveats are necessary in respect of the scope of this article. The more important 
schemes are discussed at some length in preference to comprehensive coverage. 
Several important aspects of social security have been omitted. Famine prevention 
and famine relief, because the subject has been definitively dealt by Dreze and Sen. 
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Another type of extraordinary deprivation is that caused by wars. A subject on which 
not much light has been cast. The meeting of basic needs, especially in healthcare and 
education, is vital to social security; the literature on this is extensive and easily 
accessible. Besides as far as the poor are concerned, the measures involved are largely 
promotional, while the focus of this article is one protection. Social security under 
conditions of structural adjustment has been the subject of much recent discussion: 
here again there is adequate and accessible literature. Further some structural 
adjustment only accentuates the need for social security and does not basically alter 
the type of protection required. Finally, there is traditional, informal and familial 
social security, on which again the literature is good though mostly anthropological. 
The second caveat relates to the fact that for reasons of space much of the empirical 
material relied upon comes from India. India has a very large weight among 
developing countries both population (about 20%) and in rural poverty (about 30%). 
Secondly Indian programmes for social security provision have operated on a fairly 
long period, have encompassed a variety of interventions, and have attracted a 
considerable evaluative literature. As such, they can potentially provide models for 
other low income countries. 
With this clarification of the scope and with these caveats in mind, we turn to the 
examinations of the most salient programmes for social security provision in 
developing countries. 
One of the most striking features of social security is its rapid progress and 
improvement throughout the world. As a mechanism for meeting human needs, social 
security programmes have achieved near universal acceptance. Nations with widely 
differing political, economic and social settings have made these programmes 
available to their people. Even among the newest of the emerging countries and 
among those with the least economic development, it is a rate nation which does not 
have at least one social security programme in operation. Extension of coverage; 
higher levels of benefits; new benefits for less privileged sections; and innovative 
benefit provisions are the highlights of recent developments. However, the problem of 
limited coverage has become a matter of concern to social security policy-makers, 
who recognize that the exclusion of ordinary people from modern forms of social 
protection is undesirable. Further, there is absence of comprehensive social security 
policies which can co-ordinate different schemes and ensure that their various 
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objectives are complementary. Inspite of certain draw-backs, social security schemes 
can contribute towards social protection if they are adequately supported with 
resources, carefully designed to meet local needs, and integrated into a national policy 
committed to providing adequate social protection to the excluded majority. 
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CHAPTER 4: Social Security in India for Industrial Workers 
4.1 Evolution Concept of Social Security in India 
'The basic idea of social security is to use social means to prevent deprivation 
and vulnerability to deprivation' in order to ensure sustainable human 
development over time [Dreze and Sen 1999]. In both developed and 
developing countries state-supported social security in the form of protective 
or promotive social security measures which has evolved to supplement and to 
replace the support that family, community or other charitable institution 
provide. When social security is referred to, it largely addresses the benefits 
that people in the organized and unorganized sectors of employment receive. 
However, in most parts of the world labour involved in productive activities 
do not enjoy social protection and are covered only very partially. 
The broader definition of social security comprising promotional, preventive 
and protective social security impUes that evaluation of the provision of such 
security is much more complex. A useful way of tackling the issue is to 
classify the measures according to the nature of the programme, its target 
group and the time frame during which the benefits may be expected to accrue 
to the target group. One such classification is that of Guhan (1994), following 
that social security measures can be classified into three categories, viz.. 
Levels I, II and IH. 
The first type of measures comprises mainly macroeconomic and institutional 
policies of major importance for poverty alleviation that operate at the macro 
and meso levels. A characteristic feature of Level I measures is that they take 
a fairly long period, stretching over at least a decade or two, to make an 
impact on economic growth via. increased levels of human development. 
Level II measures are mainly government-implemented targeted programmes 
for the poor and aim at providing assets and employment through various 
government sponsored programmes. The impact of these measures is felt more 
directly on the incomes of the poor workers through which they affect social 
security and human development. A period of five to ten years seems 
reasonable in view of micro studies. The last set of measures at Level III 
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comprise two distinct components, (a) statutory social security measures 
encompassing those employed mainly in the organised sector and (b) social 
assistance programmes that are aimed more narrowly at the destitute where the 
benefits are available subject to means testing. These measures are aimed at 
providing immediate reUef of a limited nature and the time frame during 
which they make an impact on the livelihoods of the poor workers is 
immediate. Level I and II measures together constitute promotional or 
preventive measures whereas Level III measures constitute protective 
measures. 
Social security concept is not new to India. From the very ancient age it had an 
effective network of economic, social and emotional security in the joint 
family system and in the institutions of the craft community and guilds. It had 
also existed in the customs, rights and responsibilities of individuals and 
occupational groups. Social security protects against social risks causing 
undue hardships to individuals whose private resources can seldom be 
adequate to meet them. Social security is essentially related with the high 
ideals of human dignity and social justice. The working class who plays a 
major role in the development of the country and contributes directly or 
indirectly to its prosperity should be provided adequate protection against 
certain risks and hazards to which his life is exposed either during the working 
period or as a consequence thereoff Mostly, these contingencies are economic 
but in certain cases these hazards may even be social also. 
Although there is evidence of social security existing as early as the post-
Vedic period in ancient India as seen in the role of guilds in modern times it is 
the 1950s, with the constitution endorsing the provision of social security, that 
mark the beginnings of social security in India. Some of the important areas 
where legislation as well as institutional mechanism was provided were, health 
insurance, worker protection and unemployment relief It is important to note 
that social insurance principles were accepted as the main basis for social 
security legislation, directed mostly at workers in the organized sector. 
Almost all the independent countries of the world have enacted social security 
measures according to their means and capacity to pay. The term social 
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security in the present study is confined strictly to matters that are related to 
the security of workers and it excludes matters related to issues and policies 
falling within the realm of general social security. It considers what is required 
to assure at least a minimum of social security in both formal and informal 
sectors. The workforce includes current employed, unemployed and those 
ready to enter in the workforce. Thus, it becomes difficult to categorise 
workers need that are unconnected with the social security. Many others have 
made proposals for building some kind of social security systems for different 
segments of the population, like old aged, the retrenched workers and so on. 
The Constitution of India was drafted to uphold and paraphrase the ideals that 
inspired the struggle for freedom. The paramount and declared goal of the 
struggle was not mere independence from imperialist rule but the achievement 
of 'human freedom in all its majesty'. This meant evolving and protecting a 
social and political order that guaranteed freedom. It also meant creating the 
material conditions, including the material requisites that the citizen needed to 
enjoy the intensity of freedom. 
4.1.1 Social Security Provisions in Pre-Independent India 
The social security concept was largely influenced by humanitarian principles. 
The awareness of it may be traced as far back as the 3rd century B.C. People 
were insured against all conceivable risks as a matter of social organizations. 
The Vedas and the ancient scriptures enjoined people to live in the joint family 
that was the most effective agency for providing social security in old age, 
infirmity and unemployment. Thus, ancient Indian society had developed its 
own independent social security system in the shape of (a) the self-sufficient 
village economy, (b) the institution of joint family and (c) the caste system 
and charity. 
Religion is one of such institution, which has done much to maintain the 
harmony in the society. In the sphere of social contingencies, it has tried to 
correct the balance through the institution of charity. Great virtues have been 
attributed to charity in all religions. All sorts of charity were payable to 
Brahmans partly as a mark of respect to them and partly as a consideration for 
their divine duties. But charity was not restricted to them, Though, compulsory 
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endowments on the occasion of social functions eg. birth, death, marriage and 
festival were the monopoly of the brahmans, but the poor persons and the 
beggars always got their shares. Kautilya's Arthashastra, Manusmriti, 
Sukranty and Yagyavalkya are the four most important books in which 
directive principles of state policy has been laid down. These policies cover 
many contingencies like sickness, maternity, old age, unemployment, death of 
the chief bread-winner and widowhood, which the modem scheme on social 
security seek to provide. 
In Islam, payment of Zakat has been made obligatory on the followers of the 
faith. It is a cardinal principle of the faith. However Zakat is payable only by 
those who posses a stated minimum amount of wealth at the close of the year 
at a flat rate of 2.5 percent. There have been voluntary charities in Islam viz, 
Khairat and Sadaquah. Khairat is any voluntary charity given in the name of 
Allah while sadaquah is an ordained one at certain occasions such as Id-ul-
Fitr. 
The structure of Hindu society in ancient India was itself a great security 
against economic calamities. In ancient India joint family was the unit of 
social organization and was also the original cell for security, prototype and 
analogous to the further institutions. The reciprocal obligations of the parents 
to support the child in infancy and of the son to support the parents in old age 
were represented in social insurance by the solidarity of generations. Thus, in 
the past, institutions like the joint family, community, panchayat's orphanages 
and widow homes, giving of alms, individual charity and philanthropy were 
associated with the Panchayat System. The undermining and emasculation of 
the panchayat system that British rule had brought about, as well as the new 
conditions created by the emergence of the nuclear family in the industrialised 
society have made it necessary to look for new systems and institutions of 
social security. But due to the impact of western education and 
industrialization of the country, these institutions have fallen into decay and 
are no longer able to meet the situation adequately. 
India had all along a different type of economy. It is now regarded the duty of 
the state itself to provide and to promote persons without means and without 
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capacity to work in social security schemes. Hence, in order to keep up the 
level of industrial production it was of utmost importance to secure the co-
operation of labour and to create healthy atmosphere in industrial structure. 
Another feature of the Indian economy during the pre-independence period 
was that it did not have a large body of industrial workers like trade union. 
The Indian labour force was migratory in nature. The industrial workers were 
still having close relationship with their village. British government did not 
pay any. attention towards the industrial expansion on account of the 
agricultural bias in its policy and financial resources. When organised 
industries started functioning, industrial workers had no protection of social 
security measures. The increasing number and size of industries and the 
consequent increase in the number of industrial employees was creating the 
various hardships under which the workers lived and worked, became a 
subject of concern. 
The employment hazards comprising industrial accidents and industrial 
diseases, contingencies were recognized during this period. In 1921, the 
interests of the government as well as of the public were revived in social 
security protection after the establishment of the ILO. The ILO passed a 
convention in employment in 1921 and asked its member countries to take 
steps to ratify it. As a result, the Government of India amended the Factories 
Act in 1922, and inserted a new clause S-43-A in it, giving power to criminal 
courts to order the whole or part of a fine imposed on the employer for an 
offence resulting in bodily injury or death, to be paid as compensation to the 
injured person, or in case of death to the legal representatives i.e., to the 
persons or his dependents. The government of India also examined the 
feasibility of the adaptation recommended by ELO but found after its reference 
to a select committee that the convention could not be ratified in its present 
form. Thus, no step was taken immediately. But the public opinion in favour 
of protection against employment injuries was becoming stronger. Then Indian 
Assembly appointed a small committee to work out the details for framing 
legislation on the subject of compensation payable to the workers. 
International Labour Organisations Convention No. 16 of 1921, providing 
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workmen's compensation for occupational disease, and to remedy certain 
admitted defects. The committee submitted its final recommendations in 1922. 
The Royal Commission on Labour in India examined the provisions of the 
action in very detail, and made number of recommendations for its 
improvements. This was the beginning of social security legislations in India 
when Workmen's Compensation Act, 1923 was passed. The Act covers 
workmen in factories and provides payment of compensation to them and their 
families in the case of industrial accidents and of certain occupational disease, 
arising out of and in the course of employment and resuhing in death or 
disablement. The Act is very wide in coverage and covers many diverse 
industries including mines, factories, transport plantations, mechanically 
propelled vehicles, construction activities, electricity generation etc. but 
certain specified categories like members of the armed forces, are excluded. 
The government can include any class of persons employed in any other 
hazardous occupation. 
With the passage of time, social security legislation has undergone a 
revolution in regard to its objectives and scope. The enactment of Workmen's 
Compensation and Maternity Benefit legislations did not appear a part of 
dehberate Planning for the inception of the social security movement. 
Whatever social security legislations were passed were neither based on the 
international pattern of evolution of the schemes nor on the internal needs of 
protection according to a well defmed schemes of priorities. In Pre-
Independence era, statute dealing with the social security was limited in their 
scope and provided protection only in cases of injuries resulting in death and 
permanent or partial disablement. There was only one enactment in the field of 
social security i.e.. Workmen's Compensation Act, 1923. Besides this some 
States had also passed Maternity Benefit Legislation. Initiative in this regard 
was taken by individual state, which passed Maternity Benefit Act. Beginning 
with Maharastra in 1929, Madhya Pradesh in 1930, Madras in 1934, Delhi in 
1937, UP in 1938, Bengal in 1939, Hyderabad in 1940, Bhopal in 1943, 
Assam in 1944, Bihar in 1947 and so on. These measures of individual states 
provided for maternity allowances during certain periods before and after 
confinement, continuity of employment, off period during the working hours 
for feeding the babies. The maternity protection to women workers employed 
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in mines was granted under Mines Maternity Benefit Act, 1941. It provided 
that women workers giving birth to a child must abstain from work 
compulsorily for four weeks immediately after child birth and also made it 
obligatory to pay cash benefit for eight weeks of which not less than four 
weeks should succeed the date of delivery. 
India is a developing country, where sickness and disease are rampant, the 
need for this kind of insurance is all the more pressing and its desirability to 
introduce health insurance under social security scheme had to be given some 
attention. The question of instituting a health insurance scheme received the 
attention of the Government of India in 1927, when the International Labour 
Organisation Conference adopted two Conventions regarding health insurance 
of workers in Industry, Commerce and Agriculture. The Royal Commission on 
Labour also discussed this question in some detail in their report and 
recommended that a tentative scheme of health insurance should be adopted 
after collecting statistical data regarding sickness incident. The government of 
India, at that time, was not in favour of any such scheme, and the reason 
advanced were financial difficulties, migratory character of the workers and 
their lack of contributory power. 
The social security planning received world wide attention during 1940's with 
the publication of the Beveridge Report in 1942 (U.K.), the Wagner Murray 
DingeU Bill in 1943 (U.S.A.) and the Marsh Plan of Canada in 1943. In 1943, 
the Government of India appointed Prof B. P. Adarkar as a special officer to 
work out a scheme of health insurance for the industrial workers. He 
submitted his report in August 1944. Adarker was asked to prepare a health 
Insurance scheme covering sickness only. But his report represented a unified 
scheme covering sickness, maternity and employment injury. The modified 
scheme of sickness insurance was submitted to the Government of India in 
1945. Taking this modification into consideration, the government of India 
introduced the Workmen's State Insurance Bill on 26th Nov. 1946. Shortly 
later, India got Independence and the Bill was passed as the Employees State 
Insurance Act on 19th April, 1948. The object of this Act was to provide for 
certain benefits to employees in cases of sickness, maternity and employment 
injury and medical benefits. Thus, dawned the era of social security and social 
insurance for the Industrial workers in India. 
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Another industrial and social problem for which provision must be made is 
worker's old age security. It is essential to make some provision to safeguard 
the future of the worker and the dependants. If the worker retires or become 
imfit to work or if they die, the future must be secure by way of either 
provident fund, gratuity, or by old age invalidity pension scheme. Provident 
fund as well as pension must be provided. So that when they become unfit for 
work due to advanced age, they may pass the rest of their lives comfortably 
after strenuous work in a long productive hfe. If that is not done, then the 
workers will always be worried about their future when they grow old and this 
may affect their efficiency adversely. Many people try to earn more either by 
working overtime, or even means not very honest. But there was no legislation 
in India to secure workers benefits for old age and in the event of the death of 
the bread-winner till 1920s. The question of providing for the old age security 
of industrial workers after their retirement, had received the attention of the 
government from the date of the appointment of the Royal Commission on 
Labour. Commission recommended old age pension insurance. Pension 
insurance scheme was not adopted. In 1934, the government of India also 
expressed its inability to recommend the ratification of the Convention of the 
ILO of 1933, regarding compulsory invalidity, old age, widow's and orphan's 
insurance. 
So it is clear that social security was inbuilt norm and tradition in Indian 
culture. Socio-economic developments in the society convinced British 
Government to take some formal steps regarding social security. Therefore, 
even in pre-independence era government has introduced Workmen 
Compensation Act, 1923 as well as Maternity Benefit Act to provide 
protection to vulnerable sections of the society. 
4.1.2 Social Security Legislations in Post Independent India 
In India there is a democratic set up to solve the problems of social security, 
social justice and labour welfare, which makes labour a concurrent subject and 
furnishes comprehensive directive principles on state policy. The labour 
policies of the Government are also stated in the various five-year plans. The 
Indian Parliament enacted a series of legislations on Social Security from time 
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to time to fulfil the needs and desires of labour class and to cope with the 
situation prevailing in the present state of labour problems. For implementing 
the labour policies there is adequate machinery in practice at the Central and 
State levels. The working of the machinery is greatly influenced by the trade 
unions and employers' organizations. Most of this machinery are in the form 
of law courts and headed by judges. With the help of this machinery 
government has introduced so many laws one by one as the need was felt. 
Post Independent India has made tremendous progress in the arena of social 
security legislation. Though, the word 'social security' do not-find explicit 
attention in Indian Constitution, the clauses that define Fundamental Rights 
and formulate the Directive Principles of State Policy leave no doubt about the 
concern and commitment of the Constitution to the right of citizens to enjoy 
social security. The security is envisaged not only against aggression and 
violation of sovereignty by other countries, but also security against 
deprivation. The concept of social security and the commitment to social 
security are thus implicit in the Constitution. The judgement of the Supreme 
Court that clearly declare that the right to life includes the right to livelihood 
should remove every doubt about the commitment to social security. The right 
to livelihood includes the right to work and education that equips us with the 
skills that is required for employment as well as the ability to fulfil one's civic 
and social responsibilities. 
The following provisions of The Directive Principles of State Policy of Indian 
Constitution (Part IV) refer to the State's obligation for social security that, 
the health and strength of workers, men and women are not abused and that 
citizens are not forced by economic necessity to enter vocation unsuited to 
their strength. 
Under Article 12, the right to social security says the Contracting Parties will 
undertake (i) To estabhsh or maintain a system of social security, (ii) To 
maintain the social security system at a satisfactory level at least equal to that 
required for the ratification of the International Labour Convention (No. 102) 
concerning Minimum Standards of Social Security, (iii) To endeavor to raise 
progres.ve,.he,.e.„f.„cia,secu..y.oaMgKeHeve,. ^ ^ ^ 
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Article 38: The State should strive to promote the welfare of the people by 
securing and protecting as effectively as it may a social order in which justice-
social, economic and political shall inform all the institutions of the national 
life. 
i\rticle 39: The State should in particular direct its policy towards securing, 
inter alia, that the health and strength of workers, men and women and the 
tender age of children are not abused and that citizens are not forced by 
economic necessity to enter avocations unsuited to their age or strength. 
Article 41: The State shall make provision for securing just and humane 
conditions of work and for maternity rehef 
Article 43: The State should endeavour to secure to all workers work, a hving 
wage, conditions of work ensuring a decent standard of life and full enjoyment 
of leisure and social and cultural opportunities, etc. 
Article 47: The State should regard the raising of the level of nutrition and the 
standard of living of its people and the improvement of public health as among 
its primary duties. 
Under Article 43, the State shall endeavor to secure by suitable legislation or 
economic organisation or in any other way to all workers, industrial or 
otherwise, work a hving wage, conditions of work ensuring a decent standard 
of life and foil enjoyment of leisure and social and cultural opportunities. The 
Labour Commission of (1969) agrees on Social Security that, the term 
'workman' may be replaced by the term 'employee' so as to make the Act 
applicable to all categories of employees doing away with the distinction 
between clerical staff, supervisory and managerial staff and others on the one 
hand, and between persons employed on a casual basis or otherwise on the 
other. 
Further, realization of human rights and fundamental freedom, to improve the 
standard of living, promote the social well-being of both urban and rural 
populations by means of appropriate institutions and action, the attainment of 
conditions in which the following rights and principles may be effectively 
realised, i.e. (i) All workers and their dependents have the right to social 
security, (ii) Anyone without adequate resources has the right to social and 
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medical assistance, (iii) Everyone lias the right to benefit from social welfare 
services.(iv) Disabled persons have the right to vocational training, 
rehabilitation and resettlement, whatever the origin and nature of their 
disability. 
Another important international commitment that the Government of India has 
accepted is the ratification of the Covenant of Social, Economic and Cultural 
Rights of the United Nations. This Covenant interaha, recognises the right of 
everyone to social security including social insurance. As long as the mandates 
are not altered or terminated, and the international commitments are not 
repudiated, they will have to be accorded the sanctity that is traditional, 
customary and legitimate. 
As far back at 1957, the resolution on 'Automation without Tears' of the 
tripartite Indian Labour Conference provided that there shall not be any 
retrenchment as a result of automation. All these legislations are the resuh of 
intense struggles and lobbying of trade unions. Over a period, the benefits 
under various legislations have been improved, particularly in terms of 
coverage, income ceilings for eligibility, and quantum of contributions by 
employers and benefits to workmen. Over and above these legislative 
provisions, collective agreements at enterprise or industry level have provided 
for further improvements in several of the benefits covered by the legislations 
certain non-statutory welfare and social security benefits have been introduced 
and improved upon. 
However, this does not mean that we are oblivious of the tremendous demand 
on financial resources that the fulfilment of all these mandates and 
commitments will generate. We have to think of the kind of structure or 
system that can enable us to fulfil our mandate and commitments while taking 
into account the need to match our programmes and commitments with the 
resources that we can muster the employers as well as the beneficiaries. In a 
sense, it can also be argued that both the employers and the employees are 
beneficiaries since the sense of security that the measures may provide to the 
worker or the employee will enhance his ability to concentrate on his work to 
give his best and to increase efficiency and productivity. 
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The ever-expanding industrial horizon and reciprocal uprising of labour 
conciousness necessitate the employer and employee to be conversant with the 
current labour legislations that govern their relationship, rights and 
obUgations. Let us see various enactments passed in the field of social security 
in post Independence period. __ . 
, vV>a"^ ^ • • * ' lif^ f' 
Table -4A 
Distinct Benefits under Provided Acts^ 
Types of Benefits 
Employment Injury Benefit 
Disablement Benefit 
Dependants Benefit 
Maternity Benefit 
Sickness Benefit 
Medical Benefit 
Retirement Benefit 
Invalidity Benefit 
Survivors Benefit 
Terminal Benefit 
Retrenchment Compensation 
Funeral Expanses 
Rehabilitation Allowance 
Provided Acts 
Workman's Compensation Act, 1923 and Employee's 
State Insurance Act, 1948 
Employee's State Insurance Act, 1948 
Employee's State Insurance Act, 1948 
Maternity Benefit Act, 1961 and Employee's State 
Insurance Act, 194 8 
Employee's State Insurance Act, 1948 
Employee's State Insurance Act, 1948 and Labour 
Welfare Fund Act 
Employees Provident Fund and Miscellaneous 
Provisions Act, 1952 
Employees Provident Funds and Miscellaneous 
Provisions Act, 1952 
Employees' State Insurance Act, 1948 and Employees' 
Provident Fund and Miscellaneous Provisions Act, 
1952 
Payment of Gratuity Act, 1972 
Industrial Disputes Act 
Employee's State Insurance Act, 1948 
Employee's State Insurance Act, 1948 
Of this Retrenchment Compensation and the Terminal Benefit are not included in the 
Minimum Standards Convention. 
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4.0.1 Employment Injury Benefit 
In India, occupational injury or work injury benefits are payable under two 
laws: the Workmen's Compensation Act, 1923 and the Employees' State 
Insuance Act, 1948. The main objective of both the Acts is to impose an 
obligation upon the employers to pay compensation to workers for accidents 
arising out of and in course of employment. It is based on the principle of 
employer's liability whereby the liability for payment of the various benefit 
admissible under the Act is that of the employer. He may insure the liability 
but the ultimate responsibility rests with the employer. 
4.0.1.1 Coverage under the Employees' State Insurance Act 
The Employees' State Insurance Act, 1948 provides for health care and cash 
benefit payments in the case of employment injury, sickness and maternity. 
The Act is applicable to non-seasonal factories using power and employing 10 
or more employees and non-power using factories and certain other 
estabhshments employing 20 or more employees. The Act is being 
implemented area-wise, in a phased manner. The ESI Scheme is operated in 
728 centres situated in 25 states and union territories. Under the Scheme, as on 
31.03.2006, 91.49 lakh persons were insured and about 353.05 lakh 
beneficiaries were covered. The number of factories and establishments 
covered by the end of the year had gone up to about 3,05,294. 
4.0.1.2 Administration 
The ESI Scheme is administered by a statutory body called the 
Employees' State Insurance Corporation (ESIC), which has members 
representing Employers, Employees, Central and State Governments, Medical 
Profession and the Parliament. The Union Minister for Labour & Employment 
is the Chairman. A Standing Committee constituted from among the members 
of the Corporation, acts as the executive body for administration of the 
Scheme and is chaired by Secretary to the Government of India, Ministry of 
Labour & Employment. There are 24 Regional Boards and 345 Local 
Committees in existence at present. The Director General is the Chief 
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Executive Officer of the Corporation and is also an ex-ofFicio member of the 
Corporation as well as its Standing Committee. The ESI Corporation, apart 
from the Hqrs. office, located at New Delhi, has a large number of field 
offices throughout the country. The Corporation has 23 Regional Offices, 14 
Sub-Regional and 7 Divisional Offices throughout the country. Besides, there 
are 646 Branch Offices and 179 Pay Offices for administration of cash 
benefits to insured persons. For inspection and coverage of new factories or 
establishments, 248 Inspection Offices also set up across the country. 
4.0.1.3 Funding And Operation Of The Scheme 
The ESI Scheme is mainly financed by contributions from the employers and employees. The 
rates of the employers' and the employees' share of contribution are 4.75 
percent and 1.75 percent respectively. The State Governments' share of the 
expenditure on the provision of medical care is to the extent of 12.5 percent 
(l/8th within the per capita ceiling). The Corporation has prescribed a ceiling 
on the shareable expenditure on medical care. From 1 st April 2005, the ceiling 
on expenditure per insured person family unit has been raised to Rs.900/- per 
annum. All capital expenditure on construction of ESI hospitals, and other 
buildings including their maintenance is borne exclusively by the Corporation 
The Employees State Insurance Scheme has been implemented in certain 
new areas of i) Kaimur, Emakulam, Palakkad, Trivandrum, Malappuram, 
Kozhikode and Thrissur district in Kerala, ii) Kancheepuram and Namakal 
district in Tamil Nadu iii) Moga, Ferozpur, Gurdaspur, Govindgarh and 
Patiala district in Punjab, (iv) Faridabad, Panipat, Karnal, Rohtak, 
Yamunanagar, Bhivani and Panchkula district in Haryana, (v) Tonk, Jaipur, 
Jodhpur, Nagaur, Udaipur and Rajsamand District in Rajasthan, (vi) 
Udhamsingh nagar district in Uttranchal Pradesh, (vii) Tinsukia district in 
Assam, (viii) Solan district in Himachal Pradesh, (ix) Medak, Chittor, Karim 
Nagar, Vishakapatnam, Nizamabad, Prakasa and West Godawari districts in 
Andhra Pradesh x) Revenue districts in Meghalaya, xi) Dhanbad and Ranchi 
district in Jharkhand, (xii) Dharwar district in Karnataka, (xiii) Raisen district 
in Madhya Pradesh, and Daman «& Diu, U.T. of Dadra and Nagar Haveli. 
79 
4.0.1.4 Performance of the scheme 
The following table 4B shows the benefits extended under the Employees' 
State Insurance Act, 1948. An insured person who is entitled to the benefits 
under the Scheme is not eligible to claim similar benefits under other Acts. 
The capitalised value of all future payments in respect of each claim admitted 
is funded and periodical payments are made out of such funds. 
Table -4B 
Income and Expenditure of ESIC 
(as on 31** March) (Rs. In crores) 
Income 
Contribution from both employers 
and employees 
Interest and dividends 
Rent, rates, taxes, fees, fines and 
forfeitures 
Miscellaneous 
Total Income 
Per Capita Income (Rs.) 
Income as Percentage of GDP 
Expenditure 
Medical Benefit 
Cash Benefit 
Other Benefits 
Administrative expenses 
Provision for depreciation of hospitals 
etc., repair and maintenance and 
reserve funds 
Total Expenditure 
Expenditure as a Percentage of 
Income 
Per Capita Expenditure (Rs.) 
Expenditure in Percent of GDP 
1991-92 
306.57 
135.11 
7.38 
1.77 
450.83 
0.07 
220.68 
82.26 
34.00 
30.33 
5.53 
372.80 
82.69 
0.06 
1995-96 
1212.41 
244.89 
44.89 
1.33 
1503.52 
439 
0.15 
443.96 
243.24 
62.62 
150.88 
16.42 
917.12 
60.99 
268 
0.09 
2000-01 
1257.77 
267.39 
46.43 
3.17 
1574.76 
471 
0.09 
534.81 
277.48 
76.62 
175.38 
17.08 
1081.37 
68.66 
324 
0.06 
2005-06 
1933.56 
398.39 
64.52 
14.25 
2410.72 
611 
0.08 
724.11 
273.74 
97.16 
210.96 
69.18 
1375.15 
57.04 
348 
0.04 
Source : Pocket book of Labour statistics ,various issues 
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Table-4B indicates that total expenditure as a percentage of total income is 
continuously decreasing with the mild increment only in 2000-01 despite the number 
of beneficiaries increasing. Expenditure as percentage of GDP also decreased from 
0.06 in 1991-92 to 0.04 in 2005-06 though income as percentage of GDP has 
increased marginally from 0.07 percent to 0.08 over the same period. This shows that 
relatively expenditure has increased at a slower rate despite increase in the number of 
insured persons and beneficiaries. Per capita income under the scheme increased from 
Rs. 439 during the year 1995-96 to Rs. 611 in 2005-06 while per capita expenditure 
increased from Rs.268 to Rs.348 over the same period. 
On the other hand we can also calculate per capita income and expenditure, as per 
capita expenditure was Rs.268 and per capita income was Rs.439 during the year 
1995-96, Rs.324 and Rs.471 during the year 2000-01, Rs.348 and Rs.611 during the 
year 2005-06 indicates that though the workers are insured under the scheme but they 
are not receiving the prescribed amount under the scheme and that is waived 
somehow in the process. The reason for this shortfall is not explained by any authority 
or official of government of India. There is need for more awareness about the 
provisions of ESIC among the workers also so that they will not be the victim of 
negligence by the authority. 
The given data also shows that the income and expenditure on ESI schemes varies 
year to year. All contributions received under the ESI Act and all other moneys 
belonging to the fiind which are not immediately required for defraying day-to-day 
expenses are invested in the manner prescribed statutorily. As on 31.10.2006, the total 
investment of fiind was Rs. 12909.30 crore. Out of this, an amount of Rs.5640.38 
crore was invested in the Special Deposit Account with Central Govt, and the balance 
amount of Rs.7268.92 crore was invested in fixed deposits with nationalized banks, 
financial institutions etc. (Annual Report GOI, 2007-08) 
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Table-4C 
Working of the Employees State Insurance Act ( No. of Factories & Employees 
covered) 
(as on 31*' March) 
No. of Centres 
Nfo. Of Factories covered 
No. of Employees in factories covered 
('000) 
Average No. of Employees covered in 
factory 
No. of Insured persons ('000) 
Average No. of Insured persons in 
factory 
No. of Family (Insured Persons) Units 
('000) 
Average No. of Family Units covered in 
factory 
No. of beneficiaries covered ('000) 
Average No. of beneficiaries covered in 
factory 
1995-96 
642 
219804 
8085 
36 
8819 
40 
8819 
40 
34218 
155 
2000-01 
655 
225076 
7862 
34 
8601 
38 
8601 
38 
33372 
148 
2005-06 
737 
331744 
8400 
25 
101570 
306 
91480 
275 
39411 
118 
Source : Pocket book of Labour statistics, various issues 
Table-4C indicates the number of factories and employees covered under ESI 
schemes. The data depicts that average number of employees and beneficiaries 
covered per factory has decreased from 36 employees and 155 beneficiaries in 
1995-96 to 25 employees and 118 beneficiaries during the year 2005-06. 
While average number of insured persons and Family Units has increased 
from 40 insured persons and 40 Family Units to 306 insured persons and 275 
Family Units during the same time span. This trend shows that there may be 
some gap between the covered employees and beneficiaries and the provided 
benefits. Data is not providing the clear picture of overall benefits received by 
the workers in the factory. In this present situation, it does not seem possible 
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to extend the existing composite scheme of the ESIC to all sections of the 
workforce in all parts of the country in the near future. Therefore, the 
Corporation has to take a decision to de-link the employment injury and 
maternity benefits from the medical benefits and to extend the application of 
the ESI schemes for the purposes of these benefits throughout the country. 
Alternatively, it can also introduce separate social insurance schemes 
confining to these benefits. 
A sum of Rs. 1140.87 crore was in arrears as on 31.3.2006 on account of 
default by the employers of covered factories or establishments. Out of this, an 
amount of Rs. 697.26 crore was not recoverable, due to various reasons, such 
as, factories having gone into liquidation, recovery having been disputed in 
Courts etc. The balance, amounting to Rs.443.61 crore represents recoverable 
arrears. The Corporation has been taking necessary recovery action through 
Recovery Machinery, legal and penal actions, accordingly, under various 
provisions of the Employees' State Insurance Act, 1948 and under the Indian 
Penal Code for recovery of ESI dues. During the year 2005-2006, the 
Corporation realized Rs. 160.22 crore from the defaulters through its own 
recovery machinery. Further, an amount of Rs. 57.57 crore was recovered from 
April, 2006 to September, 2006. It is, therefore, suggested that the ESIC 
should streamline the procedure to tackle the defaulting employers speedily 
and to recover the arrears promptly. 
4.0.2 Coverage under the Workmen's Compensation Act 
The Workmen's Compensation Act provides for payment of compensation 
due to work injury. It is one of the earliest and the primary forms of social 
security in India. The Act applies to any person who is employed otherwise 
than in a clerical capacity, in railways factories, mines, plantations, 
mechanically propelled vehicles, loading and unloading work on a ship, 
construction, maintenance and repairs of roads and bridges, electricity 
generation, cinemas, catching or trading of wild elephants, circus, and other 
hazardous occupations and other employment specified in Schedule II to the 
Act, Under Section 2(3) of the Act, the State Governments are empowered to 
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extend the scope of the Act to any class of persons whose occupations are 
considered hazardous after giving three months' notice in the official gazette. 
The Act, however, does not apply to members serving in the Armed Forces of 
Indian Union, and employees covered under the provisions of the Employees' 
State Insurance Act as disablement and dependents' benefit is available under 
this Act. 
4.0.2.1 Administration 
The State Governments administer the provisions of this Act through the 
commissioner appointed for specified areas. The State Governments also make 
rules for ensuring that the provisions of the Act are complied with. The Act 
provides that the State government can include any class of persons after 
giving prescribed notice and add it to the schedule that comes under hazardous 
occupation. So the Act does not apply to the industries or factories where 
Employees' State Insurance Act 1948, is in operation. 
4.0.2.2 Entitlement 
In order to be a "workman" within the meaning of Section 2(1) (n) of the 
Workmen's Compensation Act, firstly, a person should be employed; 
secondly, he should be employed for the purposes of the employer's trade or 
business; and lastly, the capacity in which he works should be one set out in 
the list in Schedule II of the Act. 
For entitlement to compensation under the Workmen's Compensation Act, the 
first condition is that the workman must suffer from a personal injury and that 
must be caused by an accident during the work. It has been defined as an 
onlooked-for mishap, an outward event, which is not expected or designed. It 
has also been pointed out that the statute does not make any difference 
between a personal injury and accident. What the statute intended to convey is 
what might be expressed as an accidental injury. The second condition is that 
the accident must arise out of and in the course of his employment. Whereas 
the expression "In the course of employment" means in the course of work 
that is incidental to it and emphasises the time when the accidental injury was 
caused, the expression "Arising out of employment" means that during the 
course of employment injury has resulted from some risk incidental to the 
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duties that, if not engaged in, the workman would not have suffered and 
emphasises that there must be causal connection between the employment and 
the accidental injury. [A.M.Sarma,1999] 
4.0.2.3 Performance of the scheme 
The provisions of the Workmen's Compensation Act, 1923 are being 
administered exclusively by the State Governments. The compensated injuries 
under the Workmen's Compensation Act, 1923 is payable to workers in 
scheduled employments in respect of accidents resulting in death or 
disablement for more than 3 days. Compensation in case of injuries in 
establishments covered by the Employees' State Insurance Act is paid under 
that Act and not under the Workmen's Compensation Act. The geographical 
coverage of data has varied from year to year. Under Workmen's 
Compensation Act, 1923 the rate of compensation in case of death is an 
amount equal to 50 percent of the monthly wages of the deceased workman 
multiplied by the relevant factor or an amount of Rs.50,000 whichever is 
more. Where permanent total disablement results from the injury, the 
compensation will be an amount equal to 60 percent of the monthly wages of 
the injured workman muhiplied by the relevant factor or an amount of 
Rs.60,000 whichever is more. Where the monthly wages of a workman exceed 
Rs.2,000 his monthly wages for the above purposes will be deemed to be 
Rs.2,000 only. Further, prior to the Amendment Act of 1984 the term 
"workman" covered only persons employed on wages not exceeding Rs. 1,000 
p.m. However, the Workmen's Compensation (Amendment) Act, 1984, has 
done away with the salary restriction and thus any person who is employed in 
any capacity stipulated in schedule compensation for permanent disablement 
and death have been fixed at Rs.90,000 and Rs.80,000 respectively. Maximum 
amount for permanent total disablement and death can go up to Rs.5.48 lakh 
and Rs.4.56 lakh respectively depending on age and wages of workmen. The 
rates of compensation have been enhanced with effect from 8.12.2000. 
[Report of the national commission on labour, 2007.] But the application of 
the Act is subject to severe limitations and restrictions for which there is no 
justification. So long as the Act requires compensation to be paid for injuries 
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caused in course of employment and arising out of employment, there is no 
reason why the Act should not be made applicable to all employees. The 
following table 4D shows the benefits extended under the Act. The data relate 
to the responding States only. 
Table-4D 
Compensated injuries and amount of compensation paid under the Workmen's 
Compensation Act, 1923 
Number of compensated 
injuries 
a) Death 
b) Permanent disablement 
c) Temporary disablement 
Total 
Amount of compensation paid 
(Rs. In lakhs) 
a) Death 
Per worker Amount paid 
(Rs.) 
b) Permanent disablement 
Per worker Amount paid 
(Rs.) 
c) Temporary disablement 
Total 
1995-96 
1050 
748 
2048 
3846 
790.57 
75,292 
363.95 
48,656 
191.48 
1346.00 
2000-01 
896 
1231 
42598 
44725 
1980.53 
2,21,041 
1237.27 
1,00,509 
2494.52 
5712.32 
2004-05 
1780 
1522 
2814 
6116 
3805.10 
2,13,769 
1870.74 
1,22,913 
499.22 
6175.06 
Source : Pocket book of Labour statistics, various issues 
In the early 90s no compensation was paid under the workmen's 
compensation Act, 1923. During the year 1991-92 employment injury benefit 
under the Workmen's Compensation Act was not provided at ail. (National 
commission Report 1993) But from 1995-96 onwards compensation was 
provided. Total number of compensated injuries was 3846 and compensation 
amount paid was 1346.00 lakhs during the year 1995-96. Further, total number 
of compensated injuries was 44725 and compensation amount paid was 
5712.32 lakhs during the year 2000-01. 
Table 4D depicts that the amount paid per worker for death of the bread and 
butter winner of the family was Rs. 75,292 during the year 1995-96 while the 
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minimum limit for that was Rs. 80,000. For permanent disablement the 
minimum fixed amount limit was Rs.90,000 but Rs. 48,656 per worker was 
paid. Afterwards, during 2000-01 it increased to Rs, 2,21,041 for death of the 
worker and Rs. 1,00,509 for permanent disablement though the maximum limit 
was Rs. 4.56 lakh and Rs. 5.48 lakh per worker respectively. During 2004-05 
the amount paid for death of the worker is reduced to Rs.2,13,769 from 
Rs.2,21,041 in 2000-01. It is highly unsatisfactory and workers must be paid 
the full fixed amount in case of death. Payment of less than half of the full 
amount for death indicates that employers are not sensitive to workers 
problems. Though amount for permanent disablement is increased from 
Rs. 1,00,509 to Rs. 1,22,913. Employment injury is widely covered by the 
Employees State Insurance Act and one contingency is not appUcable for both 
the Acts at the same time. Further the term 'workman' may be replaced by the 
term 'employee' so as to make the Workmen's Compensation Act applicable 
to all categories of employees. It is also suggested that the Workmen's 
Compensation Act should be converted from an employer's liability scheme to 
a social insurance scheme. The coverage of the workmen's compensation 
scheme should be progressively extended to more employment and classes of 
employees and the restrictive clauses in schedule II of the Act should be 
removed. 
After observing and analyzing various provisions of both the Acts there is a 
need for widening the coverage of the Act. Similar suggestions have been 
made by the different commissions hke. Royal Commission on labour in India 
1929, National Commission on labour 1969, Law Commission of India 1974, 
Economic Administration Reforms Commission 1984, Law Commission of 
India 1989, and several others. 
The Royal Commission observed that the workmans' compensation act as 
originally passed, aimed at the inclusion only of workman whose occupations 
were hazardous and who were engaged in industries that were more or less 
organized. Thus the act covered workers in all but the smallest factories, in 
mines, on the railways and tramways, on certain types of building work and in 
certain less important branches of employment, power was given to 
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Government of India to include by notification any other class of workmen 
who were employed in occupations declared to be hazardous; but both in the 
notifications so issued and the amendments to the Schedule of Workmen 
made by the legislature in 1929 the two conditions of organization and 
hazardous employment have been generally observed. (Report National 
Commission 2006) 
The Law Commission of India 1974 observed that the definition of the 
workman in the Act was very much involved. The complexity was due to the 
fact that too many ideas i.e. positive and negative were packed into one 
sentence regardless of the convenience of those who have to read the Act. 
(Report Ministry of labour 2004-05) 
There are obvious objections on the ground of the logic to both these criteria. 
The effects of an accident upon a workman or his dependants bear little 
relation to the nature of the establishment in which he has been employed. The 
employer, unless he is connected with his workman by family ties, is more 
likely to give compensation without being compelled to do so if his 
establishment is a large one. And while it is true generally those accidents are 
more fi-equent in organized industry than in other occupations, there are 
branches of employment that are not organized but are distinctly hazardous. 
Further the fact that an industry is not hazardous, i.e. accidents in it are 
infi"equent, in no way mitigates the effects of an accident when it does occur. 
If a worker is killed in a non-hazardous occupation, his dependants suffer no 
less hardship because the accident was an unlikely one. 
At the same time the Commission did not favour the adoption of an all 
embracing defmition of 'workman' on the ground that a law giving all 
employees the right to claim compensation would fail to prove effective unless 
some form of compulsory insurance were adopted and that in the current 
circumstances such a step was not reasonably practicable. The Commission 
came to the conclusion that while a general extension of the Act was not 
practicable, it did not preclude a substantial enlargement of the number of 
persons covered by the Act. The Commission considered that the method of 
advance should be to include first workers in the organized branches of the 
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industry, whether these are hazardous or not, secondly to extend the Act 
gradually to workers in less organized employment, beginning with those who 
are subjected to most risk. They made specific recommendations to include 
certain classes of workmen. While some of the specific recommendations that 
the Act should be extended gradually from the organized industry to the 
unorganized employment remain to be fulfilled. 
The National commission on Labour [1969] considered that all workmen 
including supervisors employed in the occupations covered under the Act 
should be eligible without any wage limit for compensation for work injury. 
This recommendation was implemented in 1984. The commission also stated 
that with the gradual extension of the Employees State Insurance Scheme 
more and more workers in the organized sectors of industry would be brought 
under it, but several cases would still remain to be covered particularly in 
scattwed employments where the responsibility for payment of compensation 
would continue to rest with the individual employer. A Study Group of 
Commission had suggested the adoption of a pension scheme for such 
residuary cases by requiring the employer to pay to the ESIC a lump sum 
amount, the corporation then taking responsibility for making recurring 
pensionary payments to the injured worker or his dependant, as the case may 
be. The Commission suggested that a scheme of Central Fund for workmen's 
compensation should be evolved. All workers should pay to this Fund a 
percentage of total wages as monthly contribution to cover the cost of the 
benefits and administration. The Fund should be controlled by the ESIC. 
Periodic cash payments may be made to injured workers and their dependants 
by the corporation through its local offices in the same way as payments are 
made at present for various benefits under the ESIC scheme. Medical care 
should be provided to injured workers by the Corporation. (Report National 
Commission 2002) 
Small employers may not fmd it difficuh to pay such contributions since they 
would not be collected in bulk. This would also eliminate evasion of the law 
and the workers, as also their dependants, would get periodical payments and 
injured workers would also get necessary medical treatment. The adjudication 
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of claims may be entrusted to tripartite regional boards set up under the ESI 
Act in various States. The fund should cover all workmen specified in 
Schedule II of the Act irrespective of the wages. 
The Economic Administration Reforms Commission had observed the 
meaning of workmen under ESI Act that the words of several entries in 
Schedule II were unduly restrictive and also difficuh to enforce in actual 
practice. In this coimection they specifically referred to certain items in the 
Schedule. They stated that because of these restrictions employers had tended 
to resort to legal disputes on the apphcably of the ESI Act. They noted that the 
Govt, had the proposals to do away with some of the restrictive provisions and 
to regroup the items more broadly so as to make the Schedule more 
convenient and hberal in application. They also noted that there was a 
proposal to make an omnibus provision so as to bring under cover of the Act 
any person "Employed in any employment which is of such a nature that, in 
the course of his duties, the person employed has to subject himself to a 
hazard arising from any employment mentioned in any other item in the 
Schedule if his employment is incidental to or connected with any 
employment so mentioned, if the personal injury is caused by an accident 
which occurs on the premises where the employment so mentioned is carried 
on". They finally recommended that the list of employments might be further 
reviewed with a view to do away with or to reduce the employment limits 
prescribed in the various entries so as to wide in the coverage of the Act. They 
suggested that while regrouping the entries in the Schedule, The National 
Industrial Classification as well as the National Classification of Occupations 
should be kept in the view so that no employment and no person exposed to 
hazard is excluded from the purview of the Act. (Report National Commission 
2006) 
Professor Adarkar has suggested to introduce compulsory insurance under ESI 
Act. The Commission had expressed that it would be difficult to prescribe, 
enforce or administer compulsory insurance for all classes of employers 
involved in the occupations listed in Schedule II. They suggested that the 
Government should equip itself with power to prescribe compulsory insurance 
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for notified classes of employers. Various Economists have experienced that 
the coverage of compulsory insurance could be extended. For this purpose, 
separate contributions for covering Workmen compensation benefits would 
have to be worked out and they might vary occupation wise according to the 
hazard involved. The classes of employers to be notified may include all those 
from whom it would be administratively feasible to levy and collect 
premia.(Report Ministry of labour 2004-05) 
It is clear from the above arguments that the coverage of both the Acts is 
limited. If the protection against the risk of occupational injuries is to be made 
available to larger section of workers it is obviously necessary to consider the 
extension of the scope of the Workmen's Compensation Act as well as 
Employees State Insurance Act also. 
4.0.3 Maternity Benefit 
Maternity benefit is provided under the Maternity Benefits Act, 1961. It is a 
piece of social legislation enacted to promote the welfare of working women. 
The Act prohibits the working of pregnant women for a specified period 
before and after delivery. It also provides that no pregnant woman shall, on 
request being made by her, be required by her employer to do any arduous 
work one month before her expected delivery. 
4.0.3.1 Entitlement 
Maternity benefit is given in the form of periodical payment to 
an insured woman in case of confinement, sickness arising out of pregnancy, 
premature birth of child or mis-carriage. An additional benefit is given for a 
period not exceeding one month. Where the insured woman dies during her 
confinement or during the period of six weeks immediately following her 
confinement for which she is entitled to maternity benefit and leaves behind 
the child, in either case, maternity benefit is payable for whole of that period. 
But if the child dies during the said period than to the person nominated by the 
insured woman for the days upto and including the day of death of the child 
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Failing such a nominee, the legal representative of the said deceased woman is 
entitled to the payment. The maximum period for which a woman can get 
maternity benefit is twelve weeks. Of this, six weeks must be taken prior to the 
date of delivery of the child and six weeks immediately following that date. It 
is provided to women worker in certain establishments for certain period 
before and after child birth. It also provides for maternity leave and payment 
of certain monetary benefits for women workers subject to fulfillment of 
certain conditions during the period when they are out of employment on 
account of their pregnancy. The services of a woman worker cannot be 
terminated during the period of her absence on account of pregnancy except 
for gross misconduct. 
4.0.3.2 Coverage 
The Maternity benefits are presently applicable to all factories, mines, 
plantations, shops and establishments and a few other classes of 
estabUshments. There are many other classes of establishments where women 
are being employed increasingly to which the maternity benefit is not 
applicable like construction industry and public and private small 
establishments and several others in informal sector. It is suggested that those 
classes may be brought within the scope of the Act on priority basis by 
following the Standard Industrial Classification. 
4.0.3.3 Administration 
The Maternity Benefit Act, 1961 is being administered by the Central 
Government through the Chief Labour Commissioner (Central) and by the 
State Governments in factories, plantations and other establishments. 
4.0.3.4 Performance of the scheme 
The provisions in the Employees' State Insurance Act, 1948 for maternity 
benefits are more comprehensive than under the Maternity Benefit Act, 1961, 
as they include medical care, pre-natal and post-natal care during sickness 
arising out of pregnancy. The Employees' State Insurance Act does not 
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provide for nursing breaks protection against heavy work etc. as are provided 
in the Maternity Benefit Act. India is a developing country and it has gone 
through the period of demographic transition. Under demographic transition 
earlier there was high birth rate and high death rate. After 1950s there was 
high birth rate but low death rate and till now India is facing problem of 
increasing population. But the impact of education and awareness of heahh 
condition among women employees has reduced the rate of confinement 
continuously. Table-4E below shows maternity benefits under Employees' 
State Insurance scheme. 
Table- 4E 
Maternity Benefits under the ESI Scheme (as on 31'* March) 
Maternity Benefit 
No. Of confinements 
Rate of confinement per 100 women 
employees 
Amount paid as Maternity benefit 
(Rs. '000) 
Average amount paid per confmement 
(Rs.) 
1995-96 
25308 
1.9 
15937.56 
6297 
2000-01 
27295 
2.0 
18526.14 
6787 
2005-06 
20186 
1.5 
214682 
10635 
Source : Pocket book of Labour statistics, various issues 
Table 4E shows that during the year 1995-96 average amount paid per 
confinement was Rs.6,297 and number of confinement was 25,308. Further 
number increased to 27,295 and amount raised to Rs. 6,787 in 2000-01. But 
during 2005-06 the number was 20,186 and amount paid per confinement was 
Rs. 10,635 that is satisfactory. The performance of Maternity Benefit under 
ESI is over all satisfactory. The establishments covered by the ESI Act for 
maternity benefits are covered only by ESI and not under Maternity Benefit 
Act 1961. Table 4F below depicts the extended maternity benefits under the 
Maternity Benefit Act. 
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Table- 4F 
Maternity Benefits paid under the Maternity Benefit Act, 1961 
Factories 
a) No. Of women employed 
b) Claims (number) 
c) Paid : 
i) Number 
ii) Amount (Rs. Lakhs) 
Amount Paid Per Women 
Employ£e (Rs.) 
Plantations 
a) No. Of women employed 
b) Claims (number) 
c) Paid: 
i) Number 
ii) Amount (Rs. Lakhs) 
Amount Paid Per Women 
Employee (Rs.) 
Mines 
a) No. Of women employed 
b) Claims (number) 
c) Paid: 
i) Number 
ii) Amount (Rs. Lakhs) 
Amount Paid Per Women 
Employee (Rs.) 
1995-96 
366982 
1559 
1543 
91.27 
5,915 
322375 
18656 
18494 
379.18 
2,050 
6751 
445 
437 
11.87 
2,716 
2000-01 
461548 
1342 
1335 
98.29 
7,362 
78843 
44425 
3980 
154.88 
3,891 
2004-05 
331646 
1295 
1121 
219.92 
19,618 
322338 
19959 
19959 
847.93 
4,248 
Source : Pocket book of Labour statistics, various issues 
The above table depicts the amount per woman employee received was Rs. 
5i915 during 1995-96 and it was increased to Rs.7,362 in 2000-01 and 
Rs. 19,618 in 2004-05 in the covered factories. In plantations the amount paid 
per woman employee was Rs.2,050 in 1995-96, Rs.3,891 in 2000-01 and 
Rs.4,248 in 2004-05. The trend is in increasing order. But when we look on 
the data available for mines it is clear that till 1995-96 there were women 
employees and afterwards either no women is employed in mines or if women 
employees are there, than data is not available. The amount paid per women 
employee was Rs.2,716 in 1995-96 in mines. It is suggested, therefore, that so 
far as the organized sector is concerned the existing provisions for maternity 
benefits should be extended to cover mines under the Act and only then it will 
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be applicable to all women workers. So for these classes of establishment 
where women are being employed increasingly and where Maternity Benefit 
Act is not applicable must be brought within the scope of the Act on priority 
basis by following the National Industrial Classification. The geographical 
coverage of the figures has varied from year to year. 
It is a measure of the international concern for the working mothers prompt by 
the growth in the number of women entering industrial and factory life, that 
one of the earliest conventions adopted at the first annual International Labour 
Conference was the Maternity Protection Convention, 1919. The purpose of 
this convention was to ensure that a woman worker should be able to sustain 
and care for herself and her baby over the period inmiediately before and after 
her confinement. This Convention was updated in 1952. It has laid down that 
there should be abstention from work for a period of at least 12 weeks, starting 
six weeks before expected date of confinement but in any event continuing for 
six weeks after the actual confinement, that medical care should be guaranteed 
reinstatement for her job, and finally that her arrangement should be made to 
permit her to nurse the baby during working hours. Maternity benefit may be 
provided in various ways. The provision of maternity benefits through social 
security ensures that costs are shared between women and men workers and 
their respective employers. Making maternity benefits an employer's liability, 
as in certain developing countries fails to ensure this solidarity and can lead to 
discrimination in recruitment against women of child-bearing age. Parental 
benefits have been introduced by a number of countries in order to allow 
either parent to take time off work to care for a child in the early months of its 
life. The guiding principle is that parents should have the right to choose who 
should receive the benefits. For those who wish to share, an option is usually 
available which allows each parent to receive part of the benefit. The 
introduction of this option has helped to foster greater gender equality. (Report 
Ministry of Labour, 2002) 
So far as the organised sector is concerned the existing provisions for 
maternity benefit should be extended so as to be applicable to all women 
workers. There are three ways of doing so: one is to extend the application of 
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the Maternity Benefit Act, the other is to extend the application of the ESI Act 
and the third is to extend the scope of Welfare Fund and other special 
employment schemes. The ESI scheme being a composite scheme its 
extension is conditioned by many factors. Suggestions have therefore been 
made elsewhere that it should be restructured in such a way whereby it may be 
possible to extend the provisions of act so far as employment injury and 
maternity benefits are concerned throughout the country to all classes of 
estabhshments subject to such limits are necessary with respect to the number 
of persons employed. In the meantime the application of the Maternity Benefit 
Act 1961, may be extended to the classes of establishments where women are 
employed in large numbers. 
4.0.4 Medical Benefit 
Medical Benefit is available to an Insured Person and his family from the day 
he enters into insurable employment. The range of services provided covers 
preventive, promotive, curative and rehabilitative services. 
4.0.4.1 Coverage under Employees' State Insurance Act 
The Employees' State Insurance Corporation's (ESIC) Scheme is the most 
well known among the health insurance schemes. There is a huge 
infrastructure comprising of hospitals, dispensaries, annexes. Specialist centre, 
IMP Clinics and arrangements with other institutions to provide medical care 
to beneficiaries. Besides the out-patients services through dispensaries of IMP 
Clinics, the in-patient services arrangements exist through ESI Hospitals or 
arrangements with other hospitals. The provision for Super speciality services 
for beneficiaries are mainly through tie-up arrangements with reputed 
institutions. The Corporation has also set up revolving fund with Regional 
Directors for purchase of all States except Meghalaya, Pondicherry, on 
consent of State Govt, for making advance payments or reimbursements in 
respect of speciality or super speciality case. 
The Corporation has also set-up Revolving Fund with Regional Directors for 
purchase of Drugs and Dressings Equipments and their Repairment and 
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Maintainance (including annual maintainance) in respect of Andhra Pradesh, 
Assam, Chandigarh Adm., Himachal Pradesh, Kerala, Kamataka and West 
Bengal at the request of these state Govts. ESI has developed its own 
pharmacopoeias for drugs. All drugs and dressings (including vaccine and 
sera) that may be considered necessary and generally in accordance with 
Pharmacopoeias are supplied free of charge. 
4.0.4.2 Entitlement 
Insured Persons and their family members are provided artificial limbs, aids 
and appliances as well under Employees' State Insurance Scheme. All 
diagnostic facilities are provided through ESI owned Hospitals and in case of 
sophisticated test like CT Scan, MRI etc. contractual arrangements are made. 
4.0.4.3 Administration 
The State Govenmients and Union Territory Administrations are 
administering medical benefit under the Employees' State Insurance Act, 
1948. The medical care under the Scheme is administered by the State 
Governments, except in Delhi. 
4.0.4.4 Performance of the scheme 
The Employees' State Insurance Scheme provides full medical facilities, from 
primary health care to super specialty treatment in respect of the insured 
persons and their family members. The provision for Super specialty services 
for beneficiaries are mainly through tie-up arrangements with reputed 
institutions. The Corporation also directly administers 17 Model Hospitals in 
the country. Incidental expenditure on transport, stoppage charges at the 
centers travelling expenses for attendants if required are also being paid under 
the ESI Schemes. 
The medical benefit has further been extended to permanently disabled insured 
person and his spouse who ceased to be in insurable employment due to 
employment injury with effect from 1.2.1991. This benefit is provided on 
payment of contribution by him in lump-sum for one year at the rate of Rs. 10 
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per month at a time. Medical benefit has also been extended to the insured 
person, who retired on attaining the age of superannuation and who was in 
insurable employment at least for five years. This benefit is provided of 
contribution by him in lump-sum for one year at the rate of Rs. 10/- per month. 
ESIC has provided to the beneficiaries medical infrastructure as on 31^ march. 
The following table-4G presents the medical infrastructure provided under ESI 
scheme to insured employees. 
Table- 4G 
Medical Infrastructure under ESI 
ESI MEDICAL 
INFRASTRUCTURE 
ESI Hospitals (Nos.) 
ESI Annexes (Nos.) 
Beds constructed in ESI Hospitals 
(Nos.) 
Beds in ESI Annexes 
Reserve Beds in State Government 
Hospitals 
Insurance Medical Officers 
ESI Dispensaries 
Panel Clinics 
2000-01 
140 
43 
22620 
867 
3443 
6222 
1453 
2950 
2006-07 
144 
42 
23120 
849 
2896 
6890 
1388 
1942 
Source : Pocket book of Labour statistics, various issues 
The above table shows the extension of medical facilities under ESI 
infi-astructure fi^om 2000-01 to 2006-07 in various forms. ESI Scheme 
provided social protection to 394 lakh beneficiaries through a large network of 
44 regional or sub-regional and divisional offices, 144 Hospitals, 42 Annexes, 
1388 Dispensaries, 1942 Panel Clinics and 825 Branch Offices etc.. The 
Corporation has been able to achieve the highest contribution income of about 
Rs. 1933.56 crore in the financial year 2006-07. The ESI Scheme was 
implemented in 91 new geographical areas. A total over 1.48 lakhs additional 
employees were brought under the coverage. 24423 new employers were also 
brought under the purview of the ESI Act. Employees whose average daily 
wages are below a specified amount (Rs.50) or below Rs. 1,600 per month, are 
exempted from payment of contributions w.e.f 01.04.2004. Further by the 
Payment of Wages (Amendment) Act, 2005, has raised the ceiling from Rs. 
1,600 per month to Rs. 6,500 per month with effect from November 9, 2005. 
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On 31.03.2006 further it was raised to Rs.7500/- and again it was enhanced 
from Rs.7500/- to Rs.10,000/- per month w.e.f. 01.10.2006.. The Corporation 
has decided to enhance the daily rate of allowance under vocational 
rehabilitation scheme from Rs.45/- to Rs.l23/- per day.. The Corporation has 
introduced 'Rajiv Gandhi Shramik Kalyan Yojana' for insured persons who 
face involuntary unemployment w.e.f 01.04.2005.. At present the ESIC 
providing Rs.900/- per insured person (IP) per annum for providing medical 
facilities to the State Governments.. The Corporation has decided to introduce 
Unique ID Cards to each insured person with an All India Unique number 
which will enable an insured person to claim benefit under ESI Scheme any 
where in India.. The Corporation has decided to implement the ESI Scheme in 
the Educational Institutions, Private Medical Institutions and Municipal 
Corporation or Municipalities etc. Indeed medical care is widely regarded as 
the primary branch of social security since health is of concern to all age 
groups and all categories of employees all comprehensive social security 
programmes therefore make provision for medical care. The ILO Convention 
no. 130 and Recommendation no. 69 contain guidelines for provision of 
medical care under social security. 
Speaking at the second Regional Technical Consultation on Strategies for the 
Development of the Social Security Health Programme held in Colombia in 
1985 Mr. Carlyle de Macedo, the head of the Pan American Health 
Organization (Report on Health Programme, Colombia, 2007) is reported to 
have stressed the vital needs for the efforts and resources devoted to health 
under social security systems to be brought together and to be integrated with 
the resources of the other institutions which had traditionally shared the 
responsibility for promoting and looking after the health of the population as a 
whole. He recognized that social security and the public heahh had historically 
developed independently which had led to the existence of different 
operational practices and model. Centers of interest and pressure groups. To 
overcome the obstacles that might be created by the vested interests a 
consensus should be achieved on two fundamental principles applicable to 
health policy i.e. the principle of equity and that of efficiency. 
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The basic idea of equity carried with it the need to work towards the universal 
provision of Health Benefits in equal conditions or in other words the real 
universality of social security for all members of society. This must be the 
philosophy and the ultimate concrete and real justification of a proper system 
of social security. Except for the workers contributions, all the other forms of 
financing the special insurance schemes in practice involved payment by 
society as a whole. Taking into account the regressive nature of the tax 
systems that the government relied on it was the majority sectors of the 
population, who proportionately more, for the particular health rights of some 
of the groups. 
As regard of second principle of efficiency, Mr. Macedo recalled that 
everybody was aware of the alarming inadequacy of the resources in the heahh 
field in the face of growing unsatisfied needs; but many forgot that at the same 
time there was enormous waste in the use of the resources that were available. 
He identified four causes of waste (i) The way in which the services were 
organised with dupUcation, gaps, loss of efficiency etc. (ii) The Administrative 
defects, provision of unnecessary services that did not reflect true health 
needs, (iii) The Technological factor that affected the others, (iv) The health 
services had come to adopt sophisticated unnecessary and costly technology 
whilst a national approach would have been to choose techniques of providing 
basic health services for the large masses of the population. 
These observations are also relevant in the Indian context. It should be 
obvious that if a separate system of health care were to be established for 
providing medical care to the unorganized sectors that covers practically the 
whole population except for the small number of persons in the organized 
sector. It will be more or less parallel to existing system of public medical 
service and amounts to complete duplication. There is hardly any justification 
for it. Considering however that the public medical service has not been 
satisfactory it is equally obvious that there cannot be a total reliance on that 
system. It has to be supplemented by other measures. It is, therefore, suggested 
i) to dispense geographically diagnostic centers and specialists services so that 
it may be within easy reach of the insured person, ii) to raise the ceiling on 
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medical expenses if not to remove altogether, iii) to procure important drugs 
and their effective storage and distribution, iv) to shift emphasis in fiiture on 
prevention of diseases and accidents by way of periodical medical check-up. 
4.0.5 Sickness Benefit 
Sickness Benefit represents periodical payments made to an insured person 
under Employees' State Insurance scheme during the period of certified 
sickness. 
4.0.5.1 Entitlement 
To qualify for this benefit, contribution in the entitled job should have been 
atleast paid 78 working days in the relevant contribution period. The 
maximum duration of Sickness benefit is ninety-one days in two consecutive 
benefit periods. There is a waiting period of two days which is waived if the 
insured person is certified sick within fifteen days of the last spell for which 
sickness benefit was last paid. The Sickness Benefit rate is roughly equivalent 
to 50 percent of the average daily wages of an insured person. 
4.0.5.2 Coverage 
After exhausting the Sickness benefit payable upto 91 days, an insured person if 
suffering from Tuberculosis or Leprosy, mental and malignant diseases or any 
other specified long term disease, he is entitled to Extended Sickness Benefit at 
a higher cash benefit rate of about 70 percent of average daily wage for a period 
of two years, provided he has been in continuous service for a period of two 
years or more in a factory or establishment to which the provisions of the Act 
apply and fulfills the contributory conditions. The list of these long-term 
diseases is constantly reviewed and thirty-four diseases are included presently. 
4.0.5.3 Performance of the scheme 
The Director General or Medical Commissioner have also been authorised to 
extend the benefit to many other rare diseases. Enhanced Sickness Benefit at 
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double the ordinary Sickness Benefit rate i.e. at about full average daily wages 
is also provided to insured person eligible to ordinary sickness benefit, for 
undergoing sterlisation operations for family planning, for upto seven days in 
case of vasectomy and upto fourteen days for tubectomy, the period being 
extendable in cases of post-operative complication etc. The data below in the 
table-4H presents the Sickness Benefits given under the ESI scheme. 
Table- 4H 
Sickness Benefits under the ESI Scheme 
St (as on 31 March) 
Sickness Benefit 
Amount paid (Rs.Crores) 
Average daily rate (Rs.) 
Extended Sickness 
Amount paid (Rs. Lakhs) 
1995-96 
101.44 
59.82 
611.76 
2000-01 
108.98 
69.09 
1061.60 
2005-06 
8324.70 
83.11 
1095.66 
Source : Pocket book of Labour statistics, various issues 
Table-4H presents the sickness benefits as average daily wage rate has 
increased from Rs.59.82 in 1995-96 to Rs.83.11 in 2005-06 and total amount 
paid from Rs. 101.44 crores to Rs.8324.70 crores over the same period. It 
shows that the amount for sickness benefits provided is satisfactory and the 
ESI scheme is working properly. The prescribed amount is equivalent to 50 
percent of average daily wage. The workers drawing wages till Rs. 10,000 are 
covered under the scheme. Sickness benefits under the ESI scheme is provided 
Rs.8324.70 crores and average daily wage rate Rs.83.11 during the year 2005-
06. Extended Sickness provided under the ESI scheme is amount paid 
Rs. 1095.66 crores during 2005-06. Extended Sickness benefit is paid in 
addition to the usual sickness benefit. 
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4.0.6 Retirement Benefit 
The Employee's Provident Funds and Miscellaneous Provisions Act, 1952 
aims at providing social security and timely monetary assistance to industrial 
employees and their families when they are in distress and unable to meet 
family and social obligations and to protect them in old age, disablement, early 
death of the bread winner and in some other contingencies. It is a welfare 
legislation enacted for the purpose of instituting a Provident Fund for 
employees working in factories and other establishments. Presently, the 
following three Schemes are in operation under the Act through the EPFO: 
A). Employees' Provident Funds Scheme, 1952 
B) Employees' Deposit Linked Insurance Scheme, 1976 
C) Employees'Pension Scheme, 1995 
4.0.6.1 Coverage of Establishments and Members 
The Employees Provident Fund and Miscellaneous Provisions Act, 1952 
extends to the whole of India, excluding the state of Jammu & Kashmir. The 
Act is applicable to factories and other classes of establishments engaged in 
specific industries, classes of establishments employing 20 or more persons. 
The Act, however does not apply to cooperative societies employing less than 
50 persons and working without the aid of power .The Act also does not apply 
to employees of the Central Government or State Government or local 
authority. The Central Government is empowered to apply the provisions of 
this Act to any establishment employing less than 20 persons after giving not 
less than two months notice of its intent to do so by a notification in the 
official gazette. Once the Act has been made applicable, it does not cease to be 
appUcable even if the numbers of employees fall below 20. An establishment 
or factory, which is not otherwise coverable under the Act, can be covered 
voluntarily with mutual consent of the employers and the majority of the 
employees under Section 1(4) of the Act. Thus membership of the fund is 
compulsory for Employees drawing a pay not exceeding Rs. 6500/- per month 
(at the time of joining). Every employee employed in or in connection with the 
work of a factory or establishment shall be entitled and required to become a 
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member of the fund from the date of joining the factory or establishment. The 
Employees drawing more than Rs.6500/- per month at the time of joining may 
become member on a joint option of employer and employee. The Act is 
currently applicable to factories and other establishment engaged in about 182 
specified industries, class of establishments employing 20 or more persons 
(Industries are specified in Schedule I of the Act). As on 31st March 2006, 
there were 4,44,464 establishment and factories covered under the Act with 
membership of 429.53 lakh both in the exempted and unexempted Sectors. 
The Provident Fund arrears as on 31st March, 2006, were of the order of 
Rs.2530.07 crore. The EPF Organisation launches prosecution against the 
defaulting employers under Section 14 of the Employees' Provident Fund and 
Miscellaneous Provisions Act, 1952 and prosecutes employers under Section 
406/409 of the Indian Penal Code in case they deduct employees share of 
contribution but do not remit the same to the fimd. During the year 2005-2006, 
arrears amounting to Rs. 1958.55 crore were realized. 
4.0.6.2 Employees' Deposit Linked Insurance Scheme, 1976 
Employees' Deposit linked Insurance Scheme, 1976 is applicable to all 
factories or establishments with effect from August 01, 1976. All the 
employees, who are members of the Employees' Provident Fund are required 
to become members of this Scheme. Employers are required to pay 
contributions to the Insurance Fund at the rate of 0.5 percent of pay i.e. basic 
wages, deamess allowance including cash value of food concession and 
retaining allowance, if any. During the year 2005-2006, a sum of Rs.220 69 
crore comprising of employers' contribution was deposited. During the year 
2005-2006, 19228 claims were settled and an amount of Rs.49.42 crore was 
disbursed. At the end of 31"* March 2005-2006, the EPFO had cumulative 
investments of Rs.4918.99 crore under this Scheme. 
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4.0.6.3 Employees' Pension Scheme, 1995 
The Employees' Provident Fund and Miscellaneous Provisions Act, 1952 was 
amended and a separate Pension Scheme was launched from 16^ November 
1995 replacing the then Employees family Pension Scheme, 1971. 
Superannuation pension will be payable on attaining the age of 58 years and 
on completion of 20 years of service or more. Early pension can be taken at a 
reduced rate between 50-58 years of age, on completion of 10 years 
Pensionable service or more. No pension for less than 10 years of service lump 
sum withdrawal benefit is paid in such cases. The Employees' Pension 
Scheme, 1995 provides the following benefit package; 
(i) . Superannuation pension. 
(ii). Early pension 
(ill) Permanent total disablement 
(iv) Widow or Widower's pension 
(v) Children pension or Orphan pension 
(vi) Nominee pension / dependent parent's pension. 
The category-wise break up of pension claims (all benefits) settled by EPFO is 
indicated in the following Table- 41 
Table- 41 
Category of Claims (Number of 
Claims Settled) 
Monthly Pension Benefits 
Life Assurance Benefit 
Retirement-cum-withdrawal benefit 
Refunds 
TOTAL 
2000-2001 
206026 
2610 
1400547 
54420 
1663603 
2005-2006 
333724 
1302835 
1636559 
Source: Annual Report GOT 2006-07 
Table: 41 depicts that monthly pension benefits under Employees' Provident 
Fund and Miscellaneous Provisions Act, 1952 was Rs. 206026 in 2000-01 and 
Rs. 333724 in 2005-06 shows the increment but other benefits provided under 
the scheme has declined from Rs. 1457577 to Rs. 1302835 over the same 
period. Retirement benefit as pension based on a savings-linked scheme may 
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be evolved. The funding of the scheme should be from members and from 
employers. 
From and out of the contributions payable by the employer in each month to 
the Provident Fund, a part of contribution representing 8.33% of the 
employee's pay is remitted to the Employee's Pension Fund. Employer to pay 
for cost of remittance. The Central Government contributes 1.16% of the pay 
of the employee to the Employees' Pension Fund. If the pay of the employee 
exceeds Rs.6500/- per month, the contribution payable by the employer and 
the Central Contribution will be limited to the amount payable on his pay of 
Rs.6500/-. 
The Scheme is financed by transferring 8.33% of the Provident Fund 
contribution from employers' share and by contribution @ 1.16% of basic 
wages by the Central Government. All accumulations in the ceased Family 
Pension Fund constitute the corpus of the Pension Fund. During the year 
2005-2006, Rs.6885.45 crore were received as Pension Fund contributions, 
out of which Rs.6135.45 crore were collected from Employers' share and 
Rs.750 crore were contributed by the Central Government. 
The beneficiaries of the ceased Family Pension Scheme continue to get 
benefits under the new Pension Scheme. As on 31.03.2006, there were 
1360510 members, 512110 spouses, 440607 children, 10401 orphans and 
12255 nominees receiving pension under the Scheme. Total amount disbursed 
among the pensioners during the year was Rs. 1955.95 crore through the 
nationalized banks and post offices. 
The Employees Provident Fund Organisation has undertaken a massive 
programme of modernization through a programme of 'Reinventing EPF 
India'. It is basically aimed at repositioning EPF as a world-class Organisation 
in extending service to its stakeholders by adopting modern methods of 
compliance. It will achieve claims settlement within 2 to 3 days instead of 30 
days and there will be no need to change the account number when any 
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member will be transferring from one station to another station. (Annual 
Report GOI, 2006-07) 
4.0.6.1Perfonnance of the scheme 
The following table 4J depicts the working of the Employees Provident Fund 
Scheme. 
Table- 4J 
Working of the Employees Provident Fund Scheme 
(Overall Coverage as on 31'* March) 
Classes of Establishments covered 
Exempted 
Unexempted 
Total 
Percentage of Exempted Establishments 
Among Total Establishments 
No. Of Subscribers (in lakhs) 
Exempted 
Unexempted 
Total 
Percentage of Exempted Subscribers 
Among Total Subscribers 
1995-96 
2948 
296253 
299204 
0.98 
44.03 
168.16 
212.19 
20.75 
2000-01 
2491 
367895 
370386 
0.6 
37.17 
363.75 
400.92 
9.27 
2005-06 
2558 
441906 
444464 
0.5 
39.65 
389.88 
429.53 
9.23 
Source : Pocket book of Labour statistics, various issues 
Table-4J depicts the coverage of subscribers under EPF scheme. The total 
number of subscribers who are the beneficiary under the scheme was 212.19 
lakhs during the year 1995-96. In which 44.03 lakhs were exempted to 
contribute their share under the scheme. Exempted subscribers as a percentage 
of the total number of subscribers is 20.75 percent. As the table shows that 
total number of subscribers has risen to 400.92 lakhs in 2000-01 and further 
429.53 lakhs in 2005-06. But the same number in terms of percent of total has 
decreased sharply from 20.75 percent in 1995-96 to 9.23 percent in 2005-06. 
So it is clear that the number of exempted subscribers has reduced throughout 
the benchmark years. But there is no clear reason for the reducing number of 
subscribers. EPFO should undertake an inquiry into the working of all 
exempted funds by an independent agency and it should review the entire 
scheme of granting exemptions from the provisions of the Act. 
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The given table-4K presents the total contributions and receipts received under 
Employees' Provident Fund Scheme. 
Table- 4K 
Contributions received under Employees' Provident Fund Scheme 
(as on 31'* March) (Rs. in crores) 
Total contribution and receipts 
during the year 
Exempted 
Unexempted 
Total 
Progressive total 
Exempted 
Unexempted 
Total 
Percentage of Exempted Subscribers 
Contribution in Total Contribution 
1995-96 
3055.77 
2915 
5971.06 
27495.95 
23413.40 
50909.35 
54.00 
2000-2001 
4112.56 
8243.41 
12355.97 
53995.10 
61867.48 
115862.58 
46.60 
2005-2006 
4783.89 
11792.67 
16576.56 
62084.03 
76804.70 
138888.73 
44 70 
Source : Pocket book of Labour statistics, various issues 
Table-4K depicts the contributions received under the EPF scheme from both 
the exempted and unexempted employees. The progressive total shows a clear 
trend that it is in increasing order. But exempted employee's contribution as 
percent of total contribution is decreasing. The reason for this reduction is on 
the unwillingness of the employer to bear the financial burden. EPF Act must 
be amended so as to do away with the distinction between different classes of 
estabhshments for purposes of the rate of contribution. However, this is 
without prejudice to the suggestions made elsewhere to provide for different 
packages of contributions and benefits for different classes of employees 
Further, table-4L depicts the net investment of funds and interest allowed to 
the EPF members. 
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Table- 4L 
Investment of Funds and Interest allowed to the Employees' 
Provident Fund Members 
(as on 31"* March) (Rs. in crores) 
A) Investment Net 
1 Exempted Estts. 
During the year 
Progressive Total 
2 Unexempted Estts. 
During the year 
Progressive Total 
3 Total Investment 
During the year 
Progressive Total 
4 Percentage of Progressive Total of 
Investment in Exempted Estts. as a 
Percentage of Total Progressive 
Investment 
B) Rate of Interest allowed (%) 
(On monthly running balance) 
1995-96 
2357.62 • 
24702.73 
3832.64 
31315.77 
6190.26 
56018.47 
44.00 
12.00 
2001-02 
4225.19 
41559.03 
6424.87 
71838.60 
10650.06 
113397.63 
36.64 
9.5 
2005-2006 
7566.58 
57528.09 
11222.66 
92300.58 
18789.24 
149828.67 
38.39 
8.5 
Source : Pocket book of Labour statistics, various issues 
The above table shows, the progressive total of net investment in exempted 
estabUshments during the year 1995-96, was 24702.73 crores and as 
percentage of progressive total of total net investment was 44.00 percent, 
36.64 percent during the year 2001-02 and 38.39 percent during the year 2005-
06. Further, the rate of interest decreased from 12.00 percent in 1995-96 to 8.5 
percent in 2005-06 shows the decreasing benefit to the employees. Therefore, 
it is required that the EPFO should have its own mechanism for investment of 
its balances. Investment patterns should be liberaUzed and government may 
consider issuing of indexed bonds for investment of provident fund balances. 
Secondly, some part of the accumulated balances ranging between 25 to 33 
percent may be invested in the equities in the stock market by hiring services 
of specialized agencies so as to increase returns. Thirdly, provision for 
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premature withdrawal of funds should be restricted. Fourthly, there can be no 
justification for permitting premature final withdrawals in case of resignation. 
The following table-4M shows income and expenditure of EPF scheme. 
Table- 4M 
Income and Expenditure under the Employees' Provident Fund Organization 
(Rs. In Crores) 
Income 
a) Administrative charges, Inspection 
charges & Penal damages 
b) Interest on investments 
c) Reimbursement towards Family Pension, 
Administration expenses by the 
Government 
d) From other accounts 
e) Misc. Receipts (Revenue Capital 
Building & Payment of other accounts) 
Total (a+b+c+d+e) 
Amount Paid Per Subscriber (Rs.) 
Expenditure 
Surplus 
Expenses Ratio (%) 
Amount Paid To Exempted Subscribers 
(Rs.) 
1995-96 
197.23 
17.97 
35.14 
3.66 
254 
119 
236.05 
17.95 
92.93 
52,70,39100 
2000-01 
565.21 
140 
381.88 
183.33 
67.56 
52,40,16155 
2005-06 
793.14 
139.52 
77.59 
6.43 
1016.68 
236 
586.75 
429.93 
57.71 
93,84,99336 
Source:Pocket book of Labour statistics, various issues 
Table-4M shows the pattern of expenditure under EPF scheme for both 
exempted and unexempted subscribers of the scheme. The table shows the 
amount paid per exempted subscriber has increased fi-om Rs. 119 in 1995-96 to 
Rs.213 in 2005-06. Under the scheme amount is calculated as 10 percent basic 
wage plus deamess allowance and retaining allowance payable by each 
employee, who is a subscriber. So this scheme is doing well. 
The rate of Provident Fund contributions payable by the employers and the 
employees under the Employees' Provident Funds 8c Miscellaneous 
Provisions Act which was 10 percent of basic wages plus deamess allowance 
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(including the cash value of any food concession) and retaining allowance 
payable by each employee who is a subscriber, has been through an 
amendment of the Act, raised to 12 percent of the basic wages, dearness 
allowance (including the cash value of any food concession) and retaining 
allowance payable to each employee who is a subscriber, w.e.f 22.9.1997. 
Though a notification issue by the Ministry of Labour, Govt, of India, the 
enhanced rate of contribution at 12 percent has been applied with effect from 
22.9.97 to all the establishments employing 20 or more persons, except for the 
establishments engaged in Jute Industry, Beedi industry. Brick Industry, Coir 
Industry (other than the spinning sector) and Gaur Gum Factories. 
4.0.7 Disablement Benefit 
Incase of temporary disability arising out of employment injury, disablement 
benefit is admissible to an Insured Person for the entire period so certified by 
the Insurance Medical Officer or Insurance Medical Practitioner for which the 
insured person does not work for the wages under the ESI act. The cash 
benefit is not subject to any contributory conditions and is payable at a rate 
equivalent to about 70 percent of the average daily wage. The benefit is 
however not payable if the incapacity does not exceed 3 days excluding the 
date of accident. Where the disablement due to an employment injury results 
in permanent, partial or total loss of earning capacity, the periodical cash 
payments are made to the insured persons for life depending on the loss of 
earning capacity as may be certified by a duly constituted Medical Board. The 
cash benefit rate is revised periodically to protect against erosion in the real 
value. At the option of the beneficiary the permanent disablement pension can 
be commuted to a lump sum payment. 
However, commutation of periodical payment is permissible where the 
permanent disablement stands assessed as final and the daily rate of benefit 
does not exceed Rs.5 per day, and where benefit rate exceeds Rs.5 per day but 
commuted value does not exceed Rs.30,000/- at the time of the 
commencement of final award of his permanent disability. 
Ill 
Beginning from 1.1.1980, Rehabilitation allowance is paid to the insured 
person for each day that remains admitted in the artificial limb center for 
fixation, repair or replacement of the artificial limbs at double the Standard 
Benefit rate. 
4.0.8 Dependant's Benefit 
It is a periodical pension paid to dependants of an insured person who dies as a 
resuh of employment injury under ESI act. The widow and the widowed 
mother receive monthly pension for life or until re-marriage. An amount 
equivalent to 3/5**^  of the disablement benefit is provided to the widow. 
Widowed mother and each child also share among themselves an amount 
equivalent to 2/5* of the disablement benefit. Children get benefit till 18 years 
of age, provided, in case of infirmity, the benefit continues to be paid till the 
infirmity lasts. Married daughters are not entitled to share dependants benefit. 
However, it is subject to the condition that the total Dependants benefit 
distributed does not exceed at any time the full rate of disablement Benefit. In 
case it exceeds the provided ceiling, the share of each of the dependants is , 
proportionately reduced. In case the insured person does not leave behind any 
widow or child or widowed mother, the benefit is payable to other dependants. 
The periodical increases in amount of pension linked with the cost of living 
index is sanctioned from time to time to compensate for loss of real value. 
4.0.8.1 Performance of the scheme 
The permanent disablement and dependants benefits under the ESI Act are 
paid in form of Periodical payments to the disabled persons or the dependant 
beneficiaries. However, under certain conditions, the periodical permanent 
disablement benefit payments can be commuted for a lump sum. The 
capitaUzed value of all future payments in respect of each claim admitted is 
funded and periodical payments are made out of such funds. 
The following table-4N shows the disablement and dependant's benefits 
during the three benchmark years under the ESI scheme. 
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Table- 4N 
Disablement and Dependants Beneflts under the ESI Scheme 
(as on 31*' March) (Rs. In lakhs) 
Amount of temporary disablement benefit 
paid 
No. of permanent disablement cases admitted 
Capitalised value of permanent disablement 
benefit claim 
Average Amount Paid Per Case (Rs.) 
No. of death cases admitted 
Capitalised value of dependant benefit claims 
admitted 
Average Amount Paid Per Case (Rs.) 
1995-96 
3092.59 
14578 
5968.88 
4,094 
1029 
2741.21 
26,639 
2000-01 
31877.76 
15820 
7498.81 
4,740 
1027 
3092.74 
30,114 
2005-06 
2880.24 
13675 
9470.04 
6,925 
912 
3217.80 
35,282 
Source:Poc^e/ book of Labour statistics, various issues 
Table-4N indicates that the average amount paid per case for permanent 
disablement under the ESI scheme has increased from Rs.4,094 in 1995-96 to 
Rs.6,925 in 2005-06. as it is given under the prescribed norms that cash 
benefit is not subject to any contributory conditions and is calculated to about 
70 percent of the average daily wage and daily rate of benefit does not exceed 
Rs.5 per day and in cases it exceed the final award for permanent disability 
does not exceed the amount of Rs.30,000. 
Table-4N also indicates that the amount provided for dependant benefit. The 
amount has increased from Rs.26,639 in 1995-96 to Rs.35,282 in 2005-06. 
The amount is paid on periodical payments made out of such funds. 
4.0.9 Terminal Benefit 
Terminal benefit is provided under the Payment of Gratuity Act, 1972. It is an 
additional retirement benefit received by an employee. Terminal benefit is in 
the nature of gratuity paid in a lump sum amount complementary to periodical 
payment and is intended for meeting the cost of construction of houses, 
performance of marriages and such other activities involving heavy 
expenditure. It is conceded as a provision for old-age and a reward for 
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efficient and faithful service for a considerable period. It provides for a 
scheme of compulsory payment of gratuity to employees engaged in factories, 
mines, oil fields, plantations, ports, railway companies, motor transport 
undertakings, shops or other establishments. 
These heavy expenditure needs are common to employees of all classes of 
establishment. It is therefore difficult to understand why the applicability of 
the provisions of the Act has been limited to certain classes of establishments 
and not to others. There seems also to be no reasonable basis for making a 
distinction between one set of establishments and another for application of 
the provisions of the Act. 
4.0.9.1 Administration 
The Act is enforced both by the Central and State Government. Section 3 
authorizes the appropriate government to appoint any officer as a controlling 
authority for the administration of the Act. Mines, Major ports, oilfields, 
railways, factories and established owned or controlled by the Central 
Government and establishment having branches in more than one State, are 
controlled by the Central Government. The remaining factories and 
establishments are looked after by the State Governments. 
The Central or State Governments appoint the Controlling Authorities for 
different areas and inspectors, to ensure that the provisions of the Act are 
complied with. The Central or State Governments also fi^ame rules for 
administration of the Act. In Maharashtra, the labour courts in different 
localities are notified as Controlling Authority for the administration of the 
Act. 
4.0.9.2 Entitlement 
Every employee, other than apprentice irrespective of his wages is entitled to 
receive gratuity after he has rendered continuous service for five years or 
more. Gratuity is payable at the time of termination of his services either (i) on 
superannuation or (ii) on retirement or resignation or (iii) on death or 
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disablement due to accident or disease. Termination of services includes 
retrenchment. However, the condition of 5 years continuous service is not 
necessary if services are terminated due to death or disablement. In case of 
death of the employee, the gratuity payable to him is to be paid to his 
nominee, and if no nomination has been made then to his heirs. A shop or 
establishment once covered shall continue to be covered notwithstanding that 
the number of persons employed therein at any time falls below 10. 
For every completed year of service or part thereof in excess of six months, 
the employer pays gratuity to an employee at the rate of 15 days wages based 
on the rate of wages last drawn by the concerned employee. The amount of the 
gratuity payable to an employee not to exceed Rs.3,50,000. (Govt, report, 
2007-08) 
4.0.10 Funeral Benefit 
This benefit was introduced in the year 1968, under the Employee's State 
Insurance Act. Accordingly, funeral expenses amount has increased from 
Rs. 1,500 to a maximum limit of Rs. 2,500/- provided to the deceased insured 
person, reimbursed w.e.f 1.10.2000 as per recommendation of the ESI 
Corporation. The amount is paid either to the eldest surviving member of the 
family or in his absence to the person who actually incurs the expenditure on 
the tuneral of the deceased insured person. The time limit for claiming the 
benefit is three months from the death of the insured person. 
Various arguments and views have come out on the basis of above discussion 
regarding problem of social security among Indian industrial workers. A 
measure of social security helps to develop a healthy and contented workforce 
capable of enhancing their contribution to national income and thus enhance 
the capacity of the economy to grow. A workforce with higher capability and 
security could contribute to higher growth, which in turn, would enhance the 
aggregate demand in the economy through higher purchasing power of this 
vast mass of workforce. The mutually reinforcing nature of this relationship 
needs to be recognized and capitalized. But on the other hand it is also seen 
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that workers have not sufficient information about the laws provided and 
under few social security schemes they are not fully covered by the Indian 
Government. 
In an overall sense, social security measures are plagued by several problems. 
Primarily, they have to do with the grossly inadequate allocation in 
governmental budgets. The overall expenditure on social security under ESI 
scheme is 0.04 percent of GDP in 2005-06. Given such abysmal and skewed 
allocations vis-a-vis other capital and revenue expenditure, such as defence or 
infrastructure, the issue of covering greater sections of vulnerable populations 
can only be imagined. The reforms initiated in sectors such as insurance and 
pensions have indicates the need for greater care in designing the programmes. 
If the revenue inputs for the schemes and programmes are not imagined, put in 
place and sustained, the social security system will not work. 
In India, we have a low tax base along with the persistent problem of tax 
evasion. In the western welfare economies, taxes fi-om the organised 
workforce go in a large measure to support social welfare and security 
schemes, with an extensive coverage and viability with other contributors, 
rather than only relying on the state to provide social security. For instance, 
individual voluntary schemes for pensions as well as voluntary retirement 
saving schemes are planned where not just the government but private 
institutions too are encouraged to contribute. (Asher & Nandy, 2006) 
Some scholars have expressed doubts about the fate of existing social security 
arrangements of the state and central governments. What is clearly envisaged 
is the establishment of a national floor level social security with sufficient 
scope for state governments to add. This can be easily done through the 
proposed organizational structure. Existing schemes can be brought into the 
purview of the state level social security board and may be merged with the 
proposed scheme or retained as additional benefits as the case may be. 
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4.4 Impact of Globalization, Liberalization and Privatization on Social 
Security 
People are most directly affected by globalization through their work, 
employment, and social security. Beyond the creation of jobs, the concept of 
decent work mandates policies that help countries to cope better with the 
social strains of globalization. Thus innovative approaches are needed to 
protect the working poor from competitive pressures. 
During the 1990s, though the policies of liberalization, privatization and 
globalization have increased job insecurity, amendments to Companies Act 
and recommendations of the justice Mohan Committee on revision of pay and 
benefits for officers in the central public sector have resulted in improvements 
to employer benefits. But such improvements are based on the capacity of the 
employers and not on the employees' needs. 
In 1996, the government introduced a pension scheme for the employees in the 
organized sector from the employers' contribution to provident fiind and the 
accumulated contributions to the family benefit scheme. The government has 
also proposed to allow provident fund or pension funds to be invested in 
debentures and shares. However, trade unions at national level have adversely 
reacted to this proposal on the ground that assumed higher returns are 
associated with higher risks and the recent trends in stock markets and the 
failure of several non-braking financial institutions does not imbue them with 
any confidence to put their retirement benefits to risk. 
With globalization, the mobility of labour is expected to increase. There is a 
need for coordination to extend social security benefits to mobile or migrant 
labour, both in the case of interstate migrant labour and cross-border 
migration. Younger workforce in the new economy i.e. information, 
communication, and entertainment, are known to be developing a credit card 
mentality and seeking immediate cash returns in lieu of long-term and post-
employment retirial benefits. Some muhinationals and software companies 
have approached the government authorities that their employees do not want 
superannuation or occupational schemes. 
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4.4.1 Role of Privatization 
There are two kinds of issues relating to privatization and social security for 
the organized labour in India. One relates to the consequences of privatization 
and the resulting implications for social security. Employers are seeking to 
replace job security with income security. Structural adjustments at the 
enterprise level and privatization have generally resulted in significant 
downsizing of manpower in many companies. 
Since retrenchment is difficult and, where more than 100 workers are 
employed, requires the prior permission of the appropriate government, which 
is usually a difficult and cumbersome task, in a large number of cases 
voluntary retirement schemes (VRSs) provide for the extension of housing 
benefits (for a Umited period of upto 2-5 years), house building advance at the 
time of voluntary retirement, childrens' education facility in company schools, 
medical and hospitalization benefits, and leave travel concession till the date 
of the normal age of superannuation. For example, in Tata Iron and Steel 
Company (TISCO), the voluntary retirement scheme provides, among other 
things, for the following: voluntary retirees and their families are entitled to 
medical benefits till the age of superannuation and after attaining the age of 60 
as per benefits available to retiring employees. Voluntary retirees who stay 
outside Jamsehedpur and do not wish to avail company hospital facilities are 
entitled to Group Mediclaim policy of the New India Insurance Company for a 
total coverage of Rs.95,000 per annum, each for self and spouse subject to a 
deduction of Rs.lOO per annum per head. Employees separating and desirous 
of starting a business or vocation are also eligible for a loan of Rs.2 lakh or 50 
per cent of the pension benefits, whichever is less. 
When the department of Telecom corporatized and when Delhi Vidyut Board 
was privatized, the unions has insisted and obtained guarantees fi"om the 
central government and state government, respectively that their retirement 
benefits would continue to be in the administrative control of the appropriate 
government which would be responsible for further accumulation during the 
period of their service, even after corporatization or privatization as the case 
may be, and paid for by the government. However, as seen in Orissa and 
Delhi, the governments have gone back on their promise and did not ftilfill all 
the promises made. In Delhi, a few thousand employees have taken voluntary 
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retirement scheme, but the new employers are reluctant to pay the 
compensation on the ground that it was the responsibility of the government. 
4.4.2 Job security to Income security 
Job security is, unfortunately, becoming a thing of the past. While in the past, 
sick units in the private sector were nationalized, in recent years, sick public 
sector units have also been privatized. In the former, job security was a prime 
consideration and in the latter, job security for at least one or two years is a 
prime condition in some countries, including India for instance. Modem 
Bakeries. 
In the past it was believed that companies promoted excellence by focusing on 
lifelong employment and job security guarantees. This is not the case any 
longer. Lifelong employability based on the need for continuous learning and 
updating or upgrading of skills, etc., is considered a viable alternative to 
lifelong employment. Income security is being considered an alternative to job 
security. In the context of the Asian financial crises, several South East and 
East Asian countries have come out with social accords to deal with the job 
crises mainly through skills development. This should form an integral part of 
any strategy of social protection. 
It was believed in several countries that redundancy could be fought with 
retraining and redeployment. While it is true that skills obsolescence could be 
prevented or minimized through retraining, in situation where the new jobs 
created are less than the job losses plus the fresh additions to the labour force, 
redeployment will solve the problem of the redundant workers, not the 
unemployment of the fresh entrants into the job market. With older workers' 
taking away new jobs, fresh entrants into the job market remain unemployed. 
Enterprises and employees should take as much interest and responsibility as 
the government in establishing social safety nets. The best guarantee against 
possible job loss is to prevent skills obsolescence through continuous training 
and retraining. Updating and upgrading skills is the ideal insurance for lifelong 
employability, while multi-skilling can provide the required flexibility and 
resilience. 
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In India, some special schemes exist to provide relief and livelihood 
opportunities for the unemployed. Some states like Maharashtra have got 
employment guarantee schemes, which cover a very small percentage of the 
target population and the relief provided does not usually lift the so-called 
beneficiaries out of poverty. The administrative cost of dispensing such 
benefits is considered to be disproportionately high, and there are leakages and 
abuses in their administration. There is as yet no unemployment insurance 
scheme for the workers affected by market risks and restructuring. In the mid-
1980s, the Government of India established the Textile Workers' 
Rehabilitation Fund, through a levy on textile mills, to pay compensation for 
workers affected by the closure of sick textile mills. It envisages payment of 
75 percent of the last pay drawn in the first year after losing a job, 50 percent 
in the second year, and 25 percent in the third year. The Government of India 
established the National Renewal Fund (NRF) in 1992 with the following 
objectives: to provide compensation to workers rendered surplus, provide 
retraining and redevelopment, strive for area regeneration, and set up an 
insurance mechanism for income guarantee. Over 90 percent of the NRF 
money was spent on fiinding voluntary retirements, mainly in central public 
sector undertakings. The record of counseling, retraining, and redevelopment 
is rather poor. The overall disappointment with the scheme may eventually 
lead to its winding up. In any case, retraining and redevelopment would 
address the needs of older employees only. In a scenario of shrinking job 
opportunities in the organized sector, success with retraining and 
redeployment can only be at the expense of the claims of the fresh entrants 
into the labour market. 
The existing legal provision for payment of retrenchment compensation to the 
workers i.e. 15 days pay for every year of completed service, is considered 
grossly inadequate. Several companies have introduced schemes that provide 
for higher compensation than mandated by law to those who they want should 
retire early or voluntary. Profitable companies proactively restructuring their 
enterprises through downsizing may have the capacity and commitment to 
develop such schemes and make payments over and above the legally 
mandated amounts. Sick and closed units, however, do not often have the 
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capacity and commitment to settle even the legal dues. Social safety nets are 
needed to take care of the latter kind of situations. In addition, social safety 
nets should also be considered for providing subsidies to the economically 
depressed industries facing financial difficulties with a view to curtailing 
resort to retrenchment of workers (to keep employment within the enterprises 
during the crisis period) or to minimize the effect of lay-offs and 
retrenchments. The best time to plan and establish social safety nets is when 
the economy is doing well. However, most countries usually realize the need 
for a social safety net when they are in deep crises, when the need is the 
greatest and the capacity is the least. 
With massive restructuring at the macro and micro levels, a different approach 
will be needed to meet the social security needs. Since large numbers are 
involved, there is a need for additional funding through additional tax levies to 
budget allocations to plough back proceeds from disinvestments and sale of 
assets of closed and unviable units. The payment of benefits to workers 
affected by restructuring could extend over a three phase period—three-fourth 
of gross pay in the first year, half in the second year, and a quarter in the third 
year. In the interim period, there should be a mechanism for proactive labour 
market poUcies and employment assistance by way of counseling, through 
bridging of the gap between required and acquired skills, and matching job 
seekers with job providers. To take care of the future needs, there is need for a 
system of job insurance like any other insurance for asset renewal or 
replacement. 
Indian legislation provides job and income guarantees to permanent workmen 
covered by the Industrial Disputes Act. The Indian Labour Conference held in 
1957 resolved that for automation to be introduced without tears, 
technological progress should not result in retrenchment. Over the next three 
decades and over, this tripartite resolution provided the bulwark against 
retrenchment, though in a number of cases agreements on voluntary separation 
schemes have provided for payments that are several times higher than the 
compensation provided for retrenchment under the Industrial Disputes Act A 
recent report of the South Asian multi-disciplinary team of the ELO suggested 
that if workforce adjustments become necessary, income guarantee measures 
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should be introduced before the current job protection is done away with. 
Thus, collective bargaining has, over the years, been responsible for 
maintaining job guarantees and where workforce reductions became 
inevitable, voluntary separations have been induced with lumpsum payments, 
which provided guarantee against income loss resulting out of job loss. 
However, lumpsum payments have usually resulted in immediate spending by 
way of redemption of loans or meeting family obligations like education, 
marriage, etc., and have thus not provided income cover over a longer period. 
4.4.3 Emergence of Bargaining Power 
Collective bargaining has helped the workers in the organized sector to 
improve the statutory welfare benefits significantly, particularly in regard to 
health care, housing, and care of dependents in the event of untimely death. In 
recent years, there has been some progress towards the creation and 
improvement of retirement benefits. While workers in the unorganized sector 
hardly have any medical or health insurance cover, in the organized sector the 
medical care provisions range fi^om a paltry one month's basic salary to near 
full medical cover to self and family members not merely upto retirement, but 
also till death. The children, however, do not get medical cover if they are not 
minors or if they are not dependent. For a large portion of employees in the 
private sector, who account for about one-third of about 28 million employees 
in the organized sector, the medical benefits are extremely limited and rarely 
cover chronic ailments, if they do not arise out of work related injuries or 
occupational diseases. 
4.4.4 Conversion of Welfare to Moneyfare 
Recently there has been a trend towards converting most of the employee 
benefits into cash and seeking payments in cash. Employers find it expedient 
to concede such demands from trade unions because of the numerous 
problems they face in the administering a variety of welfare benefits. 
There is a problem in getting company buses to bring employees to the 
workplace on time. The tendency is to get rid of the system of running buses 
by the company, and instead grant liberal loans to facilitate employees to own 
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and commute on their own transport. A second option is to grant liberal 
transport allowance or reimbursement. 
There are but a few large enterprises that did not have one problem or the 
other in running the canteen. Therefore the tendency is to close the canteen 
facility, except where it is statutory, and offer canteen allowance to individual 
employees instead of providing canteen subsidy. 
Milk is provided to employees working in hot and hazardous areas with a view 
to make good the nutrition deficiency. In the wake of accusations about the 
quality of milk and other malpractices, a defensive management offers milk 
allowance in cash in lieu of milk itself The union agrees. The workers are 
happy that they get a little more money in their hands, but the original purpose 
for which the particular benefit was conceived is lost sight of For, not many 
would use that money for purchasing and consuming milk. 
Many such examples can be provided. Over time, the conversion of many such 
benefits into cash has become dysfunctional in as much as the purpose for 
which the benefits were originally conceived began to be defeated. 
Unfortunately, in several cases, even workers' safety and welfare can be and 
has been bargained. Coal miners engaged in underground mining activities 
were, at one time, insisting on an allowance to induce them to carry a small 
piece of equipment which sends signals to outsiders about their whereabouts 
in the unfortunate event of their having been trapped in a mine collapse or 
water deluge. Quite a few collective agreements provide for special 
allowances for these workers, presumed to be compensation for the harmful 
consequences their work and groups of workers who are exposed to dust, 
gases, fumes, radiations, etc., fought and got some cash allowances as a token 
of reparation or compensation. 
In some instances such conversion into cash did not have a negative impact on 
the workmen, fi"om the organizational point of view, once again, the original 
purpose of the benefits remains defeated. One such example that can be 
readily thought of concerns the conversion of uniform allowance into cash and 
putting that money, along with the money similarly accumulated through 
conversion of other benefits, into an annuity type insurance scheme to provide 
123 
succour by way of annuity payments in the post-retirement period. In the 
absence of a pension scheme and other social security benefits, such attempts 
proved attractive to workers to provide something to depend upon in their old 
age. 
4.5 Social Security in the Unorganized Sector 
The workers in the unorganized sector comprise, among others, those 
employed in small shops and establishments, the self-employed, those 
employed on casual, contract, or intermittent basis, and the unemployed. The 
first National Commission on Labour (1969) stated that unorganized labour 
was a 'group of workers who cannot be identified by a definition but could be 
described as those who have not been able to organize in pursuit of a common 
objective because of constraints such as (a) casual nature of their employment; 
(b) ignorance and illiteracy; (c) small size of establishments with local capital 
investment per person employed; (d) scattered nature of establishments, and 
(e) superior strength of the employer operating singly or in combination.' 
Almost all the employments included in the schedule to the Minimum Wages 
Act are part of the unorganized sector. The lists of such employments vary 
from state to state. This sector has become the residual employer and is 
growing due to the shrinkage of opportunities in the organized sector. 
Employees in the unorganized sector in India are covered under a variety of 
schemes including social assistance and social insurance. The Government of 
India has established welfare funds for beedi workers, cine workers, and dock 
workers. Several state governments also have various schemes. A wide variety 
of schemes exist from employment guarantee schemes in Maharashtra to 
welfare funds in Kerala, Tamil Nadu, and Karnataka. One such scheme is for 
head load workers in Maharashtra and Kerala Usually welfare funds are 
financed through a cess collected from employers based on turnover or 
payroll. 
Several national insurance schemes have initiated a variety of subsidized 
insurance schemes for those in a host of occupations in the unorganized sector 
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Several state governments have also launched schemes for landless 
agricultural labour, elderly people, destitutes, etc. Non-governmental and other 
civil society institutions have also been at the forefront offering micro credit 
through the formation of self-help groups. 
However, the social security benefits under these myriad schemes provide 
income and other forms of security on a modest scale only, and the 
beneficiaries usually continue to be below the poverty line leading to a sub-
human subsistence. 
The Second National Commission on Labour (2002) was asked to recommend 
an umbrella type legislation for providing social security in the unorganized 
sector. The Commission established a separate study group for the purpose It 
recommended a system comprising four tiers: 
(i) Social assistance programmes financed wholly tax based and financed 
from the exchequer. This is the basic tier providing services to meet basic 
needs, as well as a guaranteed minimum income, related to subsistence 
levels, on a means-tested basis. 
(ii) Schemes which are partly contributory and partly subsidized by the State. 
These provide benefits subject to qualifying conditions, through periodic 
payments in terms of prescribed contingencies such as old age, invalidity, 
disablement, and bereavement. 
(iii) Wholly contributory social insurance schemes such as pensions as a 
complementary tier. 
(iv) Voluntary schemes through complementary initiatives taken by the 
individual alone or in association with others. 
The Government is still to implement any of the recommendations of the 
National Commission on Labour (2002) concerning social security. Given the 
size of the unorganized sector, the magnitude of the problem is huge and the 
resource requirements are quite large. Even if these problems are overcome, 
there are difficulties in identifying the beneficiaries and securing contributions 
from the beneficiaries and their employers. Often there are problems in 
identifying both employer and employee in the unorganized sector. 
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Occupation-cum-area based schemes with community involvement and 
participation in the design and administration of the schemes may help. 
People are most directly affected by globalization through their work, 
employment, and social security. Beyond the creation of jobs, the concept of 
decent work mandates poUcies that help countries to cope better with the 
social strains of globalization. 
Innovative approaches are thus needed to protect the working poor from 
competitive pressures. 
During the 1990s, though the policies of liberalization, privatization and 
globalization have, increased job insecurity, amendments to Companies Act 
and recommendations of the justice Mohan Committee on revision of pay and 
benefits for officers in the central public sector have resulted in improvements 
to employer benefits. But such improvements are based on the capacity of the 
employers and not on the employees' needs. 
In 1996, the government introduced a pension scheme for the employees in the 
organized sector from the employers' contribution to provident ftind and the 
accumulated contributions to the family benefit scheme. The government has 
also proposed to allow provident fiind/pension fiinds to be invested in 
debentures and shares. However, trade unions at national level have adversely 
reacted to this proposal on the ground that assumed higher returns are 
associated with higher risks and the recent trends in stock markets and the 
failure of several non-braking financial institutions does not imbue them with 
any confidence to put their retirement benefits to risk. 
With globalization, the mobility of labour is expected to increase. There is a 
need for coordination to extend social security benefits to mobile/migrant 
labour, both in the case of interstate migrant labour and cross-border 
migration. Younger workforce in the new economy (information, 
communication, and entertainment) are known to be developing a credit card 
mentality and seeking immediate cash returns in lieu of long-term and post-
employment retrial benefits. Some multinationals and software companies 
have approached the government authorities that their employees do not want 
superannuation schemes. 
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There are two kinds of issues relating to privatization and social security for 
the organized labour in India. One relates to the consequences of privatization 
and the resulting implications, if any, for social security. Employers are 
seeking to replace job security with income security. Structural adjustments at 
the enterprise level and privatization have generally resulted in significant 
downsizing of manpower in many companies. 
Since retrenchment is difficult and, where more than 100 workers are 
employed, requires the prior permission of the appropriate government, which 
is usually a difficult and cumbersome task, in a large number of cases 
voluntary retirement schemes (VRSs) provide for the extension of housing 
benefits (for a Umited period of upto 2-5 years), house building advance at the 
time of voluntary retirement, childrens' education facility in company schools, 
medical and hospitalization benefits, and leave travel concession till the date 
of the normal age of superannuation. For example, in Tata Iron and Steel 
Company (TISCO), the voluntary retirement scheme provides, among other 
things, for the following: voluntary retirees and their families are entitled to 
medical benefits till the age of superannuation and after attaining the age of 60 
as per benefits available to retiring employees. Voluntary retirees who stay 
outside Jamsehedpur and do not wish to avail company hospital facilities are 
entitled to Group Mediclaim policy of the New India Insurance Company for a 
total coverage of Rs.95,000 per annum, each for self and spouse subject to a 
deduction of Rs.lOO per annum per head. Employees separating and desirous 
of starting a business or vocation are also eligible for a loan of Rs.2 lakh or 50 
percent of the pension benefits, whichever is less. 
When the department of Telecom corporatized and when the Delhi Vidyut 
Board was privatized, the unions has insisted and obtained guarantees from the 
central government and state government respectively that their retirement 
benefits would continue to be in the administrative control of the appropriate 
government which would be responsible for further accumulation during the 
period of their service, even after corporatization/privatization as the case may 
be, and paid for by the government. However, as seen in Orissa and Delhi, the 
governments have gone back on their promise and did not fulfill all the 
promises made. In Delhi, a few thousand employees have taken voluntary 
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retirement scheme, but the new employers are reluctant to pay the 
compensation on the ground that it was the responsibility of the government. 
Job security is, unfortunately, becoming a thing of the past. While in the past, 
sick units in the private sector were nationalized, in recent years, sick public 
sector units have also been privatized. In the former, job security was a prime 
consideration and in the latter, job security for at least one or two years is a 
prime condition in some countries, including India (Modem Bakeries, for 
instance). 
In the past it was believed that companies promoted excellence by focusing on 
lifelong employment and job security guarantees. This is not the case any 
longer. Lifelong employability based on the need for continuous learning and 
updating/upgrading of skills, etc., is considered a viable alternative to lifelong 
employment. Income security is being considered an alternative to job 
security. In the context of the Asian financial crises, several South East and 
East Asian countries have come out with social accords to deal with the jobs 
crises mainly through skills development. This should form an integral part of 
any strategy of social protection. 
It was beUeved in several countries that redundancy could be fought with 
retraining and redeployment. While it is true that skills obsolescence could be 
prevented or minimized through retraining, in situation where the new jobs 
created are less than the job losses plus the fresh additions to the labour force, 
redeployment will solve the problem of the redundant workers, not the 
unemployment of the fresh entrants into the job market. With older workers' 
taking away new jobs, fresh entrants into the job market remain unemployed. 
Enterprises and employees should take as much interest and responsibility as 
the government in establishing social safety nets. The best guarantee against 
possible job loss is to prevent skills obsolescence through continuous training 
and retraining. 
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CHAPTER 5: Conclusion and Suggestions 
In India while looking at demographic profile of the country considering all the 
conceptual issues it can be concluded that no single approach of social security 
schemes and laws to provide social security, will be adequate. The problem can be 
solved by a multi-pronged approach that would be relevant in the Indian context. The 
International Labour Organisation also admits that it is convenient to regard social 
security services as only such schemes as to provide the citizen with benefits designed 
to prevent or cure disease, to support him when unable to earn and to restore him to 
gainful activity.(ILO, Geneva, 1991) 
According to the International Standard of Social Security there are several 
conventions and recommendations of the DLO concerning social security. (Report 
National Commission, 2002) The following are classified as comprehensive 
standards: 
(1) Recommendation No.67 Income security, 1944. 
(2) Convention No. 102 Social security, 1952. 
(3) Convention No. 118 Equality of Treatment, 1962. 
India subscribes to the principles underlying all the Conventions and 
Recommendations but it has ratified the following Conventions only so far as social 
security is concerned. 
(i) Unemployment Convention 1919. 
(ii) Workman Compensation (Occupational Diseases) Convention 1925 
(iii) Equality of Treatment (Accident Compensation) Convention 1925 
(iv) Workmen's Compensation (Occupational Diseases) Convention 1925 
(v) Workmen's Compensation (Occupational Diseases) (Revised) 
Convention, 1934. 
(vi) Equality Treatment (Social Security) Convention, 1962. 
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It might not be possible to ratify all the conventions of the ILO immediately, but it is 
desirable to plan for their eventual ratification by upgrading laws and practices, 
beginning with the Minimum Standard Convention. 
In India, basically the government has adopted a dual strategy in the matter of social 
security. For the 8 percent workforce engaged in the organized sector, the government 
has introduced a variety of social security-schemes through a series of legislations. 
The occupation wise distribution of employment indicates that 62 percent of the 
workers are engaged in agriculture, 11 percent in industry and 27 percent in the 
services sector. A characteristic feature of the employment situation in the country is 
that the percentage of workers employed on regular salaried employment (16percent) 
is small. The bulk of the workforce is either self-employed (53percent) or employed 
in casual wage employment (3 lpercent)[Annual Report GOI, 2007-08] 
Social security systems themselves have come under close scrutiny and measures are 
being taken to make them work better. Governments are trying to improve strategic 
planning of social security and indeed of social protection as a whole. Better 
institutional arrangements are being made in order to increase democratic 
accountability and to prevent failures of governance such as have occurred in a 
number of developing countries. Though the government has adopted multiple 
strategies for provision of social security for the organized labour, they are usually 
funded by employers and in some cases by employees also. 
Employers' liability schemes for the organized sector are notoriously subjective in 
their approach, and social assistance schemes for unorganized sector are usually 
subject to tremendous budgetary constraints. Employers, workers, and their unions are 
unhappy with the way in which the provident fund and employees state insurance 
schemes are administered. The staff costs and leakages in social assistance 
programmes are in some cases very high. It is for these reasons that the government 
came out wdth a proposal to introduce a Skills Development Fund with a levy on the 
wage bill. Employers' organizations resisted the move apprehending that the extra 
burden of the levy may be spent mostly on staff costs and other administrative 
overheads with scant provision of skill upgradation of the target group. The Directive 
Principles should be followed by a system of protective labour legislations. Most of 
the legislations should be related to provide certain minimum standards of 
employment and social security to the working class. In plan after plan also labour 
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laws were emphasized as the means of social justice to the working class. Labour 
laws were expected to be supplemented by the instrumental role of an expanding 
labour bureaucracy. A number of laws have been enacted which need simplification. 
There is a great need to amend various labour laws as many of these laws have 
become very old and they may have served for a particular purpose when they were 
enacted. 
Excepting gratuity, all these schemes are largely funded by employers and 
administered by the government. Employers contribute to a variety of social security 
benefits as following: 
4.81 percent of wage for every year of completed service subject to a ceiling of 3.5 
lakhs; 12 percent of basic wage and deamess allowance as employer's contribution to 
provident fund, 4 percent by way of ESI contribution, 8.33 percent to 20 percent 
towards bonus. There are also many instances of mutual benefit thrift societies, 
consumer cooperatives, etc., to encourage savings, loans on concessional terms, and 
the provision of essential commodities and daily necessities at cheaper rates. These 
are largely run by employees and their unions through cooperatives and usually with 
support fi-om the employer. Employers also provide a variety of non-statutory benefits 
to provide for children's education, medical care, accident insurance, housing 
assistance, employment on compassionate grounds, etc. The total cost to companies 
on account of these social security and welfare benefits would amount to at least 40 
percent of the wage bill. 
The pressure for employer-provided medical care has increased in view of the 
inadequacy of public health care programmes on the one hand and the mounting 
health care costs on the other. Where an annual ceiling exists for domiciliary 
treatment and hospitalization, collective agreements may provide for allowing the 
unspent amounts to be accumulated. Encashment at the time of retirement after a 
minimum period of service may also be encouraged to prevent the abuse of medical 
benefits while in service. 
Medical care and health benefits, other than those provided under the ESI Act, are 
applicable only to full-time permanent employees. Thus, over 90 per cent of the 
workforce in the country is excluded from the provision of meaningful heahh care. 
There will be pressure to provide medical care for casual, contract, and part-time 
workers. The 1989 agreement in the Indian Iron and Steel Company Burnpur, for 
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instance, extended several benefits including the voluntary retirement scheme to 
contract workers. 
In the public sector, particularly in banks and core sector industries like steel, coal, 
petroleum, etc., the medical benefits are virtually unlimited to all full-time permanent 
employees. Reimbursement of expenses for major ailments is at least 75 percent of 
the total expenditure incurred, if not 100 percent. However, in the private sector, with 
the possible exception of certain organizations like the Tata Iron and Steel Company, 
medical benefits for non-executive employees is usually limited to a maximum of a 
few thousand rupees, including both domiciliary and hospitalization expense. The 
entitlements rarely exceed Rs.20,000, and only in exceptional cases go up to 
Rs. 100,000 or more. In a few public sector companies, the life time limit per insured 
employee was raised to Rs.250,000 per insured person (Hindustan Petroleum 
Corporation Limited, for instance) and, in exceptional cases, an annual limit of 
Rs.300,000 per insured person subject to a ceiling of Rs. 150,000 per illness(Industrial 
Credit and Insurance Corporation of India, for instance). In comparison, it is rare to 
find private sector companies providing insurance cover on such liberal terms. It must 
also be emphasized that in small private sector firms, which are not covered in this 
survey, the maximum a company would spend on an employee and his/her family in a 
year for health care would be one month's basic pay. The limits do not apply to 
statutory liability of employers concerning injuries/accidents arising out of or in 
course of employment. 
The tendency to convert some health related benefits into cash, due to the pressure of 
workers demands as well as to overcome some of the administrative problems, defeats 
the very purpose for which such benefits were created. Examples of this include 
converting the practice of providing milk to those who work in certain industrial 
processes for compensating against energy loss and vitamin deficiency into cash 
payments. 
In 1993, the Life Insurance Corporation (LIC) introduced a scheme to provide 
insurance cover for four major ailments, namely, cancer, tuberculosis, kidney 
problems, and heart diseases, and discontinued the scheme after a few months, as 
announced by it at the time of launching the scheme itself The mediclaim insurance 
policy offered by the four subsidiaries of the General Insurance Corporation provide 
only one standard plan that fails to meet the varied requirements of different groups of 
individuals. The health care insurance benefits do not fully cover costs and do not 
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provide for escalation in rising costs of chronic ailments.. The ceilings are woefully 
inadequate and the schemes exclude people over 75 years of age, post-hospitalization 
expense even in major ilhiesses, caesarean delivery, AIDS, etc. Largely due to the 
monopoly of the insurance business and partly due to the ignorance, negligence, and 
other difficulties of the insured persons and the beneficiaries, the services of insurance 
companies are far from satisfactory. For example, there are long delays in the 
settlement of claims. In the 1990s, however, some public sector companies, 
particularly the oil sector, have been able to negotiate on better terms with the health 
insurance companies. As a result, in the Hindustan Petroleum Corporation Limited, 
for instance, the health insurance benefits of its non-executive employees were 
considerably improved. Not only have the limits for various items been raised 
substantially, but also the insurance cover is provided for lifetime without age 
restrictions. The quantum and range of benefits is a function of the choice of the 
scheme and affordability in terms of premium payable, with or without contributions 
from employees concerned. On matters concerning wages and benefits for non-
executive employees in India, it is usually the public sector that sets the pace. As 
regards executive employees, particularly at the higher echelons, however, the private 
sector is the trendsetter rather than the public sector. Therefore, it can be reasonably 
expected that such improvements will become the order than the exception in the 
large-scale private sector firms too. 
Post-retirement medical care benefits, which has acquked a new dimension with early 
retirements and soaring medical costs, will be an important item on the agenda of 
collective bargaining. The inadequacy of the ESI Scheme and health insurance plans 
call for their drastic overhaul. Heahh insurance and accident insurance covers need to 
be made more comprehensive, with higher and varied monetary limits, and the 
mediclaim schemes should be made portable with no age limits. Apart from these, 
there is also a need for innovative schemes to provide full cover for treatment of 
chronic diseases like tuberculosis, cancer, heart and kidney failure, as well as drug 
abuse, ADDS, etc. 
Employers need to evolve new approaches to communicate customized health care 
information to suit the varied employee groups, and introduce novel plans to reward 
healthy lifestyle behaviours such as variable deductions for smokers and non-
smokers. They should insist on the inclusion of performance standards and guarantees 
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in contracts with health care providers to ensure equality services at comparable cost 
and use report cards to rate health care providers and help employees make informed 
health care choices. Employers may also, as some do in developed countries, establish 
networks comprising medical professionals with a proven track record o containing 
costs and delivering high quality. 
Safety has entered the agenda of collective bargaining in a big way since the Bhopal 
gas tragedy in December 1984 in which several thousand employees and others were 
killed in an accident in the Union Carbide Plant. The Factories Act was amended 
incorporating several tough provisions in Chapter IV-A relating to hazardous 
processes. The Safety Committee consisting of equal representation for both workers 
and management is made statutory and the members and the committee are vested 
with rights. Even the workers right to information, etc., are expUcitly mentioned in the 
amended Act. Nearly a decade later, some of the central trade union federations have 
also formed an umbrella organization called Trade Union Programme for 
Environmental Protection (TUPEP). Convention No. 155 of the ILO gives employees 
the right to refuse work if the workplace is considered potentially unsafe. The 1987 
Bank Computerization agreement concedes the pregnant women employees in banks 
the right to refuse to work before computer terminals. In quite a few cases, safety and 
heahh issues were also negotiated in return for a cash compensation or allowance. To 
the extent that these gave employees and their unions a say on matters concerning 
their own safety, this is a welcome development. However, to the extent that this 
leads to safety being negotiated for a price, it is an unwelcome development. 
In the sphere of safety and environment, particularly the latter, the non-governmental 
organizations (NGOs) and public interest litigation by environmental lawyers such as 
M. C. Mehta have played a major role. Various high court and Supreme Court orders 
the closure of several thousand units in Delhi, Tamil Nadu, Kanpur, West Bengal, and 
Gujrat are a step in this direction. Given the perceived short-term trade-off between 
environment and jobs, a section of employers have argued that the environmental 
control should be more strictly applied prospectively than retrospectively. Actually, 
during the short-term also, attention to environmental control should be more strictly 
applied prospectively than retrospectively. It is true, however, that during the short-
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term also, paying attention to environment may create job displacement than net job 
loss-some may lose their jobs, while others may find new opportunities. 
In 1991, new legislation on public Uability insurance was brought in to deal with the 
problem arising out of settlement of claims of victims in industrial and other disasters. 
Though some of these measures became possible through means other than collective 
bargaining, the role and contribution of tripartite consultations among government, 
unions, and employers should not be underestimated. 
Employers in India, by and large, consider their responsibility to be limited to 
initiating formal measures aimed at meeting the legal obligations including the 
provision of protective equipment, etc. Employers generally seem to have a 
condescending view regarding the attitudes and ability of workers to participate on 
environmental issues. Consultations in participative for are usually confined to 
matters relating to safe work practices, training in safety, safety awards, good 
housekeeping practices, etc., rather than on subjects such as pollution control and 
prevention. In recent years, the pressure of competition is making employers take the 
initiative to involve workers in searching for ways and means to reduce costs through 
reduction of waste, better utilization of inputs (including energy), etc., which directly 
or otherwise manifest a concern for a better environment. 
Though collective bargaining is beginning to address itself to issues concerning 
occupational safety, health and workplace, and community environment there is a 
need for restraint in treating health, safety, and environmental issues as bargaining 
points. In developing countries such as India, the trade-off between the environment 
and jobs, occupational health, and safeguarding employment, which is a source of 
livelihood, may, in the short run stall efforts at making the workplace and community 
environment clean and safe. Alongside greater employee participation, citizen 
initiative, community interest groups, and consumer rights fora can and should put 
greater pressure on environmental conservation in a preventive rather than merely 
curative spirit. 
The main conclusions that can be identified after analyzing all the benefits under 
distinct schemes followed by various acts provided to the workforce concern the 
following: 
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5.1 Extending the coverage of social security 
Wherever possible these schemes should be compulsory. Where this is not 
feasible, as in low-income developing countries, support should be given to 
micro-insurance and other grass roots initiatives that can provide some form of 
risk-pooling. Appropriate social assistance measures should be developed for 
the most vuhierable groups of the labour force. 
5.2 The need for the good governance 
Not only is a good system design vital, but close attention had to be paid to the 
establishment of suitable institutional arrangements and to the efficient 
administration of the social security schemes. At the design stage, enough time 
has to be allowed for research and planning. In determining the institutional 
structure, it is essential to bear in mind that schemes almost invariably work 
better if the workers whom they serve participate in running them. Finally, 
there is no substitute for well-trained and motivated staff equipped with the 
systems and powers necessary to collect and record contributions and to 
calculate and pay benefits accurately and on time. 
5.3 The link between social security and gender 
Improved income security for women presupposes greater equality between 
women and men both in the home and in the labour market, with improved 
access of women to paid work. Practical measures are required to help men 
and women combine paid employment and caring responsibilities within the 
family. Compulsory social security coverage needs to be extended to the 
special categories of employment in which women are heavily employed, 
notably part-time and home-work. Conversely, schemes that directly or 
indirectly discriminate against women should be eliminated or at any rate 
accorded a reduced role. When gender equality leads to cutbacks in benefits 
for women, it is indispensable to have a careful and gradual transition process. 
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5.4 Affordability and the positive economic effects of social security 
Improving the income distribution which is particularly skewed in many 
developing countries, is something which can be achieved in the long term, for 
e.g., through better education and training. Thus, these measures not only 
improve the earning power of those educated and trained but also help to 
enhance social security. In a wide variety of ways it helps to rays productivity. 
It helps guarantee social security, a major factor in economic prosperity. 
Social security is not only morally indispensable but also economically viable. 
An efficient economy and an effective system of social protection are bc)th 
essential for the attainment of income security and a stable society. Striking a 
balance between the two is in line with the primary goal of the ELO, securing 
decent work for all and in tune with the economic and political realities of our 
times. 
While, pension's schemes were earlier designed to reward people for long and loyal 
service, this is not the case any more. Now people want to take away their cash-
balance pension money with them when they shift jobs so that they do not lose their 
pension contributions, whether they are in the late 20s or the late 50s. Employees who 
stop working midway because of their career can still accept to receive a substantial 
benefit in cash balance plan or even more than they could receive under most 
traditional defmed-benefit pension plans. 
In an envirormient of high labour turnover, workers consider pension benefits a long 
way from retirement as irrelevant given the weak prospect of lifetime employment. 
Companies must also realize that they cannot make workers tied to them because of 
pension. As pensions become portable, employers have begun to introduce age-
weighted profit-sharing plans. 
It is further, suggested that like pensions, provident fund and health benefits too can 
be portable. For instance, in India, provident fond has been made portable already. 
But as per requirement, heahh plans too need to be made portable. The existing health 
insurance schemes benefit, the insurance companies more than the companies and the 
individuals who give business to the insurance companies. Since health insurance 
premium increases with age at the time of insurance and is also based on past medical 
history, the workforce in a high labour turnover environment feel that they are 
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considered a fresh when they shift from one company or group insurance to another 
company or group insurance. 
By leveraging infr)rmation technology it should be possible to issue a social security 
number at the time of registration of birth as in the case of Germany (Report GOI, 
2006). This would facilitate the tracking of the movement of people, even in the vast 
and growing unorganized sector. Efforts to computerize the provident fund 
administration and extend the benefit for all employees, including those in casual and 
contract employment, from day one is a right step in that direction. 
Several reviews of the ESI and Provident Fund schemes have been made, and in 
recent years, with the use of information technology, more information is also 
available. While the objectives of the schemes and the benefits under them are 
laudable, there is a growing concern and disaffection with the high costs of 
administration, low quality of service manifest by poor quality drugs, discourteous 
behaviour, delays, inefficiencies and even allegations about rampant corruption in 
dispensing benefits. 
The government has taken initiatives to reduce the number of returns and registers to 
be maintained, computerized the system of accounting, and set up a National Institute 
for Training and Research in Social Security. While these are steps in the right 
direction, their effect on the quality of service and administration of relevant social 
security benefits is still not palpable. The Employees Provident Fund Organization is 
always be in demand for timely issue of statements of accounts and settlement of 
claims. There is also a feeling among the members that the organization is not doing 
well to maintain the intrinsic value of their savings, which is otherwise eroded by the 
effect of inflation. Members accept a better return on their savings and hassle-free 
transactions through a passbook and a more convenient mode of delivery such as a 
bank branch or a post office. 
Significantly, the Employees' Pension Scheme was amended in 2005, making it 
obligatory to settle claims within 30 days and pay 12 percent interest to the claimant 
for the period of delay, which would be recoverable from the salary of the Provident 
Fund Commissioner concerned. 
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Social security and employee welfare funds should be established when the firms and 
the national economy are doing well. Unfortunately this has not been done in 
adequate measure. 
In the context of structural changes in the economy, with increasing incidence of 
unemployment among the educated and with large number of the employed in the 
organized sector either swelling the ranks of the employed or sliding back into the 
unorganized sector, the problem of providing income security to the workers affected 
by restructuring at enterprise and economy levels is tremendous, a task that the 
National Renewal Fund (NRF) could not measure up to. Except for a handful of cash 
rich companies, others have difficulty in achieving workforce adjustments through 
early and voluntary separations. In many sick companies, workers have been without 
pay or benefit revision since 1992. In many other units in limbo, workers have jobs, 
but not incomes. In several other chronic cases, the workers lost their jobs but did not 
get even their statutory dues. 
The Government of India too is expected to face a serious problem in sustaining the 
commitments it has made to its employees with regard to pension and other retirement 
benefits. Already, with the recommendations made by the Fifth Pay Commission, 
which have been accepted by the Government, pension commitment forms 10 percent 
of the central government budget. Due to increasing longevity and inflation and the 
prospect of few income earners having to support more pensioners, the commitment 
on pension is likely to account for one-third of the government budget. (Report 
National Commission, 2006) 
There is a need for better generation of funds to augment social security provisions 
Firstly, budgetary provision could be increased from the present less than 2 percent to 
at least 6 percent over the next few years. Secondly, a strategic approach which seeks 
a better balance between risk and return while investing in social security funds is 
needed so that the yield from a given size of fund increases considerably without 
incurring undue risk. Thirdly, there is a need for a dual approach to deal with the 
accumulated problem of the past in making arrangements for income security to the 
large numbers who would become redundant in the process of integration with the 
global economy. Additional sources of funds for this should come from contributions 
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from the World Bank and the International Monetary Fund (IMF), special budgetary 
allocations, part of the sale proceeds of surplus land in sick and closed units, part of 
the disinvestments proceeds, etc. For future perspectives, companies should be 
encouraged to subscribe insurance policies to cover market risks of unemployment 
with a view to provide income security with defined contributions and benefits. Such 
insurance scheme covers the problem of frictional unemployment, not the general 
unemployment of fresh entrants into the labour market. For the latter category and for 
the unorganized sector, the government has inherent responsibility. 
Though the social security schemes and benefits for the workforce in the organized 
sector differ in their scope, there is a significant overlap in their coverage of clients. 
This provides the rationale for integrating various social security schemes and extends 
the coverage to even larger sections of the workforce. This would lay the foundation 
for a comprehensive social security scheme, reduce the overhead costs of the 
administration of individual schemes, and make it easy for employers to comply with 
statutory and non-statutory returns and save themselves from avoidable harassment 
from a battery of inspectors separately under each scheme. Since the mid-1950s, 
several committees and commissions, the Indian Labour Conference, and even 
Parliament committees have been debating the case for integration, and the tangible 
benefits that accrue from it. The First National Commission on Labour (1969) 
endorsed the proposal with a recommendation to extend the scope of an integrated 
social security scheme to cover retirement and family pension and unemployment 
insurance. 
The second National Commission echoed similar views, as did the National Labour 
Law Association whose Draft Labour Code (1994) favoured the setting up of a 
National Social Security Authority of India, with central and state boards of social 
security as autonomous corporate bodies, merging all existing schemes and coming up 
with modified version of benefits that provide a comprehensive coverage of social 
security benefits. Instead of duplicating a costly administrative structure by setting up 
separate branches for administering social security benefits, post offices and bank 
branches could be used to administer the benefits. 
The problem of sustainability of social security measures in terms of financial 
viability, arising out of accrual to the fund being not in proportion to the demands on 
it, is likely to become worse due to changing workforce demography and structural 
140 
adjustment dislocations. The financial management of the fund in subject to the trade-
off between risk and return and is such that the costs are going up and the returns are 
yet to be of the kind that will generate surplus. Currently, the government controls the 
larger part of the administration of the Programme, in which mis-management and 
corruption is widespread. 
The government continues to have a welfare orientation but is both reluctant and 
unable to raise contributions commensurate with the needs from its budgetary 
resources. The government's prime concern seems mainly to encourage savings in the 
economy. Social security contributions from the bulwark of household savings, and 
are seen by the government as a cheap substantial resource for financing its own 
activities. 
While employers want income and other sources of security for their employees, 
which is efficiency enhancing and encourages their commitment and loyalty, at the 
same time employers want to reduce the incidence of the cost of social security. Some 
employers default on their social security contributions and, worse, even use them as 
working capital. Despite pressure from the government the token penalties have failed 
to serve as a deterrent. Workers' interest continues to he in seeking further 
improvement in existing benefits and to obtain pension as a third retirement benefit 
(provident fund, gratuity, and pension). Recent collective bargaining agreements in 
the traditional manufacturing sector have been concentrated on higher demands for 
non-wage benefits, including post-retirement and deferred payment benefits. This has 
been encouraged by certain tax provisions and deferred payment arrangements as well 
as flexibility of borrowings. The young workforce in the new economy industries, 
however, is more keen to have everything in terms of current and cash payment. 
Employee shareholding and profit sharing are becoming a universal phenomenon 
particularly in the new economy industries like information, communication, and 
entertainment. This is gradually spreading to other sectors as well. Its impact remains 
to be seen. 
Social security benefits should be extended more meaningfully to the unorganized 
sector and not only for the employees, but also for the unemployed, old, invalid, and 
the destitute. Recent initiatives for social security by the central and state 
governments and insurance companies and NGOs towards the provision of social 
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security benefits to the unorganized sector and the hitherto socially excluded 
vulnerable sections of the population are promising, provided the trend is sustained 
and reinforced. The forces of globalization, and the subsequent liberalization leading 
to restructuring of the economy and enterprises have accentuated the social security 
needs. The strategy to deal with the mounting problem of the accumulated past needs 
a different approach than the strategy to deal with future risks. 
There are various provisions under different acts that need to be amended. The 
following suggestions may be considered for improvement under the ESI scheme: 
1. The scheme neither covers all risks nor is it applicable to all the working 
population. It is strongly needed that the benefit structure of the ESI scheme be 
unpacked and provision be made for extension of the ESI scheme for one or more 
benefits separately or in groups. The coverage of the Act needs to be extended to 
agricultural workers and self-employed persons. 
2. It is further required that immediate steps must be taken to extend the scope of the 
Act for purposes of Employment Injury Benefit and Maternity Benefit throughout the 
country without waiting for the corresponding provision for medical benefits. 
3. The liberal issue of sickness certificates by Insurance Medical Practitioners had 
increased absenteeism in the industries. The concerned authorities should exercise 
strict control in this regard. 
4. The trade union officials and the workers should be educated about the principles 
underlying the insurance scheme and specific provisions of the act. 
5. When the constraints on extension of the ESI scheme are removed, there would be 
no justification for retaining the other restrictions on the application of the Act. It has 
recommended that "wage ceiling and employment threshold should be uniform with a 
provision for raising the wage ceiling and its eventual removal and lowering 
employment threshold and its uhimate removal". 
6. The Corporation should establish more dispensaries and hospitals of its own for the 
benefits of the insured employees and their families. More attention should be given 
for all round improvement of the medical facilities. 
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7. It is recommended that the provisions for payment of 'Funeral Expenses' under ESI 
scheme should be substituted by the term 'Emergency Expenses' so as to include care 
of the sick and the elderly members of the country as a whole. 
8. The following recommendations of the N.C.L. should be implemented: 
a. Adequate representation for all the employers and the employees on the Regional 
board. 
b. A scheme of 'no-claim bonus' for an insured person who does not claim any 
benefits during a year. 
c. Active association with the National Safety Council in its programmes of 
integrated preventive and curative services. 
The following suggestions may be considered for improvement under the EPF 
scheme: 
1. The appropriate provisions must be made in the Act to place all the provident 
funds under a common regime. 
2. The Employees' Provident Funds and Miscellaneous Provisions Act, 1952 
must be made applicable to all classes of establishments, subject to such 
exceptions as may be considered necessary for specified reasons. 
3. It is suggested that the employment threshold should be brought down from 20 
to 10 immediately, to 5 during the next 3-5 years, and to 1 within a short time-
frame thereafter, as per the provisions of the Act, it is applicable to factories 
and all classes of establishments employing 20 or more persons. 
4. The study revealed after reviewing the provisions of the Act that the persons 
employed on casual or on contract basis were operating largely to the 
disadvantage of the workers. Although the EPF scheme requires that every 
employee should be provided with a passbook, the organization has failed to 
supply the passbooks. But with the introduction of computerization such 
problems can be tackled. 
5. The EPFO should organize an enquiry into the working of all exempted funds 
by an independent agency and review the entire scheme of granting 
exemptions from the provisions of the Act. 
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6. Regarding the coverage of the Schemes under the EPF Act, there seems to be 
a greater need for decentralizing the administration of the schemes. One way 
to decentralize the administration is to authorize more and more employers to 
administer their own Provident Funds, the EFFO should act as a regulatory 
authority. 
7. The EFFO should also streamline the procedure for tackling the defaulting 
employers and to recover the arrears. 
The following suggestions may be considered for improvement under the Payment of 
Gratuity scheme: 
1- It is recommended to change continuous service requirements in gratuity 
from 5 years of continuous service to 3 years of continuous service due to 
upwardly higher trend in employee turnout rates. Number of employees 
continuously working with a single company for 5 years or more is 
decreasing. The rate is likely to go down in coming years. "Sticking to 5 
years continuous service criteria" means more and more employees would be 
deprived of a mandatory super annuation benefit. 
2- Set up a national commission for gratuity like Employees Provident Fund 
Organization(EPFO) 
3- Provide Portability instead of 'pay as you go' or 'pay as you leave' system 
encourage accumulation by providing portability in case of job change. 
Accumulate gratuity proceeds to that fund till retirement or death. Early and 
untimely withdrawals can be checked using a variety of initiatives. The 
Gratuity Commission should create a single account for each individual in 
the country with a unique Gratuity Account Number (GAN), which is 
portable across all jobs, so that the accumulation is not broken at each job 
change. Early withdrawals can be discouraged or penalized by imposing 10 
percent withdrawal tax. This would allow employees to withdraw the money 
in crisis, but gives them a strong incentive to not withdraw wherever and 
whenever possible. 
4- The gratuity Authority keep records of accumulation and a send periodic 
accumulation and are responsible for allocating Gratuity Account Number 
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(GAN) to the employees and send periodic accumulation statement to the 
employees. 
5- Prudent Fund Management guidelines for maximizing rates of return: The 
gratuity commission can appoint professional fund managers. Insurance 
companies can act as the gratuity fund managers with their sound capital base 
and long term commitment towards customers owing to their nature of 
business. High rates of return are the best way to assure workers that the 
Gratuity System is a true superannuation benefit. Investment in corporate 
bonds and equities are the way through which rates of return can be much 
higher. Ideally investments having allocations like 35 percent in equities 
should give a greater return. To be on a conservative side for assuring 
employee protection, equity investment can only be done using index funds 
like using the BSE National Index or NSE- 50 Index. These 
reconmiendations for gratuity system are primarily about strengthening the 
existing mechanisms for old age security in India. When the gratuity system 
is strengthened in this fashion. It could play an important role in old age 
income security. The incremental expansion of the coverage of the system 
could then extend these benefits to a larger fraction of India's workers. 
During the 1990s the ceiling on gratuity has been raised from Rs. 100,000 to 
over Rs.200,000. The wage limit has also been raised to Rs.2500 or Rs.3500 
for certain purposes. The slab system of dearness allowance and removal of 
house rent allowance have been some other developments in the 1990s due to 
legislative amendments and collective agreements. There is a proposal to 
remove the salary limits eligibility and quantum of bonus under the Bonus 
Act. 
The following suggestions may be considered for improvement under various 
schemes: 
1. The Payment of Gratuity Act may be integrated with the EPF Act and could be 
converted into a social insurance scheme. 
2. Integration of the 'Payment of Gratuity Act' and the EPF Act will ensure 
automatic extension of the Payment of Gratuity Act to all establishments to 
which the EPF Act applies. 
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3. The scope of the Payment of Gratuity Act should be co-extensive with that of 
the EPF Act. 
4. An integrated insurance scheme providing for gratuity, unemployment 
benefits, lay off and retrenchment compensation may be evolved, and 
entrusted to the EPFO for its implementation. 
5. An unemployment insurance scheme could play a substantial role in coping 
with unacceptable levels of unemployment resulting from the implementation 
of the structural adjustments programmes and other economic reforms. 
6. A provision should be made for payment of education allowance to all 
employees by amending the existing laws regulating employment and 
conditions of service of employees. 
7. The welfare funds will do well to adopt models of reimbursing the 
expenditure, subject to such conditions as might be considered necessary for 
providing the services indirectly by entering into agreement with the providers 
of the service, confining the function of the fund to the financing of the 
services. 
8. The working of the welfare funds had suffered due to apathy on the part of the 
management, want of infrastructure, inadequate resources, cumbersome 
procedures and unimaginative administration. 
9. Welfare funds can be transformed into instruments of social security by 
expanding the coverage of the funds, broadening the range of benefits, 
modifying the financial arrangements for providing benefits and decentralizing 
the administration of the funds. 
10. Employers are not averse to contributing to a welfare funds that should 
provide all the benefits including social security to workers through a tripartite 
board. 
11. The Insurance Companies be required to develop two or more plans providing 
coverage for the major risks faced by people leaving it to individuals to choose 
from among them according to their capacity. 
12. The basic must benefits include (a) insurance against death or disability, (b) 
health insurance and (c) old age benefits. 
13. The coverage under death and disability must be comprehensive. In case of 
disability the compensatory payment must be made periodically. 
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14. The need to provide some form of public assistance to meet the distressing 
consequences of unemployment has become more urgent after globalization. 
The only way to mitigate such stress or insure against such exposures, will be 
to provide at least a modicum of support that will enable the victim to face the 
rigours of unemployment during the period of transition. 
15. The maternity benefits must be extended by providing regular medical check-
up assistance after confinement till delivery to the women worker. 
16. Women worker must also be provided necessary drugs etc. 
17. All such programmes should be integrated to maximize coverage, avoid 
overlapping and ensure a basic minimum to all section of workers. 
The government schemes of social assistance are the only means of social 
assistance for about 92 percent of the workforce, in the unorganized sector, 
and the non-working population. While the initiative to introduce social 
assistance schemes largely came fi^om the central government, certain state 
governments for instance, Kerala, Tamil Nadu, West Bengal, and Maharashtra 
have come out with schemes for the poor, the vulnerable, and special 
unorganized sector occupational groups. 
The foregoing analysis shows that despite all the hue & cry about stringent 
labour laws, the Indian industry has been adjusting its workforce, more so 
after liberalization. This is the fact that real wages of workers in the latter half 
of 1990's stagnated, the emoluments of supervisors increased significantly. 
This happened along with reduction in the workforce and significant growth in 
output. Several states have relaxed the provision of enforcement of labour 
laws leading to flexible practices at the ground level. 
Some of the states have issued directives to prevent or hinder inspection of 
firms. For e.g. in UP, the labour inspectors can carry out inspection only after 
prior consent of an officer of the rank of labour commissioner or district 
magistrate. The states of Rajasthan and AP have also reduced the scope of 
labour inspection, and have exempted several establishments from the purview 
of labour inspection. The weakening of workers' bargaining capacity and rise 
in the militancy of employers are also manifested in the significant increase in 
the incidence of lockouts and a decHne in the incidence of strikes [ Datt 2003]. 
While taking an objective and holistic view, there is an urgent need to 
simplify, rationalize and consolidate different labour laws into a maximum of 
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three simple pieces of labour legislation after wide consultation among 
employers, trade unions and labour experts. However, any change in labour 
law leads to a blind alley in the absence of social security. 
The recent revoh of young workers in France should alert us to the possibility 
of such social unrest anywhere in the name of promoting labour flexibility if 
"free hire and fire" sanction is given to employers. This problem can only be 
tackled if the state intervenes to ensure the security of income to all workers. 
India is among those countries that spend least on social security and social 
services. China adopted a wide range of security of workers before introducing 
reforms in the labour market. Though the Chinese workers suffered, but state 
actively intervened. 
The recently introduced national rural employment guarantee scheme in India 
is an important step, but a lot more needs to be done for social and economic 
security in the country. A country which is growing at 8 percent cannot escape 
from such responsibility. 
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